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o Vlieekington, D C.  INTERSTATE COMMERCE COMMISS'
Gentlemen: = ‘

Enclosed for recordation under the provisions of
Section 20c of the Interstate Commerce Act, as amended, are
the original and two counterparts of a Security Agreement
dated as of September 30, 1978.

The general description of the railroad equipment
covered by the enclosed document is set forth in Schedule A
attached to this letter and made a part hereof.

The names and addresses of the parties are:

Debtor: No. 7 Rail Car Leasing Company
P. 0. Box 218
Chicago, Heights, Illinois 60411

Secured Party; €ontinental Illinois Bank and
Trust Company of Chicago, as
Trustee
231 South LaSalle Street
Chicago, Illinois 60693

The undersigned is the Debtor mentioned in the enclosed
document and has knowledge of the matters set forth therein.

Please return the original of the Security Agreement
to Gary Green, Esqg., Chapman and Cutler, 111 West Monroe Street,
Chicago, Illinois 60603.

Also enclosed is a check in the amount of $50.00 covering
the required recording fee.

Very truly yours,

NO. 7 RAIL CAR LEASING COMPANY

\ —

By
DEBTOR AS AFORES&%A«?

Enclosures -1



SCHEDULE A
(EQUIPMENT LEASE DATED AS OF SEPTEMBER 30, 1978)

RESCRIPTION OF JTEMS QF EQUIPMENT

MANUFACTURER:
PLANT OF MANUFACTURER:

DESCRIPTION OF EQUIPMENT:

SPECIFICATIONS:

CAR NUMBERS:

APPROXIMATE LESSOR'S COST PER
ITEM OF EQUIPMENT:

DELIVER TO:

PLACE OF DELIVERY:
ESTIMATED DELIVERY DATE:
OUTSIDE DELIVERY DATE:

FIXED RENTAL PAYMENTS:

Thrall Car Manufacturing Company
Chicago Heights, Illinois

110 Four Thousand Cubic Foot
100-Ton Capacity Unit Train
Gondola Cars

GN=100-46-203

NORX992 through NORX1031, both
inclusive

$ 35,000

Northern Indiana Public Service
Company

Gary, Indiana

March, 1979

March 31, 1979

An amount per month equal to

0.82264%X of the Lessor's Cost of each
Item of Equipment



Futerstate Commeree Commission
Washington, BLE. 20423 1/29/79

OFFICE OF THE SECRETARY

Gary Green,Esq.
Chapman & Cutler

111 ¥est Monroe Street
Chicago, Illinois 60603

Dear
Sir:

The enclosed document(s) was recorded pursuant to the
provisions of Sectiop 20(c) of the Interstate Commerce Act,
49U.S.C. 20 ‘ , Or . t ,

and assigned recordation number(s) 1(5056 & 10057
, 5

Sincerely yours,

H.G. Homme, Jr.,
Secretary

Enclosure(s)

SE-30-T
(2/78)
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Pnterstate Commeree Conmission
Slashington, B.E. 20423 1/29/79

OFFICE OF THE SECRETARY

Gary Green,Esq.

Chapman & Cutler

111 West Monroe Street
Chicago, Illinois 60603

Dear Sir:

The enclosed document(s) was recorded pursuant to the
provisions of Section 20(c) of the Interstate Commerce Act,
49U.S.C. 20(c), on 1/26/79 at  3:25pm ,

and assigned recordation number(s) 10056 & 10057

yours,

H.G. Homme, ]Jr.,

Secretary

Enclosure(s)

SE-30-T
(2/78)
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THEQODORE S.CHAPMAN (1877-1943)

HENRY E. CUTLER (1879-1959)

.

RALPH F. HUCK

PAUL W. CUTLER
FREDERICK O.DICUS
ROBERT S. BURROWS
LYMAN L, MITCHELL
PETER V. FAZIO

JOHN N.VANDER VRIES
JOMN A, CUTLER
BRUCE L.MOORE

DEY W. WATTS

JOHN A.MORRIS
FRANK J.MOONEY
KEEHN LANDIS

MANLY W. MUMFORD
WILFRED A.MOLDERMAKER
WILLIAM C.WELCH
ROBERT W. SHARP
GEORGE D.RAMSPECK
PETER P. COLADARCH
JAMES N.ZARTMAN
RICHARD G.FORWARD
JOHN B.HUCK

DAVID TALLANT, JR.
DAVID H.NELSON
ABBEY BLATTBERG
DONALD H.MURPHY
PHILLIP H. HOLM
HERBERT H.HANSEN

THOMAS W. HEENAN
LEE A.BOYE
KENNETH J.VAUGHAN
SAMUEL J.HENRY
WILLIAM M. TAYLOR
HOWARD H.HUSH, JR.
LARRY ELKINS
ROBERT V. LEWIS
DAVID G.WILLIAMS
DANIEL J.KUCERA
RICHARD H.GOSS
C.ROBERT FOLTZ
JOHN M.DIXON
KENNETH R.M. THOMPSON
JOHN A.WARD
MICHAEL W.FORD
VOYLE C.WILSON
RICHARD A.MAKARSKI
EDWIN S. BROWN
STEVEN L.CLARK
HARRY P. LAMBERSON
JAMES E.JENZ
TERRENCE M.WALSH
PAUL C.KOSIN
RONALD E. ROKOSZ
ROBERT C.NASH
JAMES R.RICHARDSON

LAW OFFICES OF

CHAPMAN AND CUTLER

1711 WEST MONRQOE STREET -
AREA 312 726-8130 TWX 810

February 2, 1979

Office of the Secretary of
the Interstate Commerce Commission

Washington, D.C.

Gentlemen:

letter dated January 29,

20h23

CHICAGO 80B03

/{~‘3é55‘7/

RONALD E.RODEN
THOMAS R, WOOLSEY
PAUL C. MARENGO
MARK P. COHEN

NEIL R. MANN

DANIEL L.JOHNSON
MICHAEL P. BARRETT
SCOTT A.BREMER
WILLIAM G.SCHUR
KENNETH L.SPECTOR
BRUCE H. HALLETT
ROBERT D. AICHER
ROSS A.PASCAL
RICHARD R. PERLMAN
CHARLES S. HUGHES
MICHAEL J.LEECH
FREDERICK V. LOCHBIHLER
RICHARD A.COSGROVE
MICHAEL G.McGEE
ODANIEL C.BIRD, JR.
MICHAEL J. O'ROURKE
ELAINE BAYUS

GUY R.EIGENBRODE
LAWRENCE W.RAZ
AMORY CUMMINGS

WILBERT R.SCHULTZ
JOHN S.RICE

EARL T. BYRON
RANDALL L.MITCHELL
THOMAS A.WINGADER
STEVEN N.WOHL
TERRY A.McILROY
GEORGE P. SULLIVAN,JR.
J.RICHARD FISHER, JR.
WENDY C.BINDER
MARK J. KNEEDY
STEPHEN F. STROH
JAMES E.SPIOTTO
RAYMOND A.FYLSTRA
LYNN LELAND COE
TIMOTHY V. McGREE
TERENCE T. O'MEARA
RICHARD J. SCOTT
ROBERT P. DAVIS

ANN ACKER

CHARLES W. NAUTS
JOHN L.TUOHY
RICHARD A.WILFONG
CHARLES D.BOUTWELL
JAMES E.LUEBCHOW
RICHARD G.SMOLEV
ROBERT W. OLLIS,JR.
TIMOTHY E.PICKRELL

-221-2103

MICHAEL J. FEEHAN
BARBRA GOERING

SUSAN E.ROLLINS
DANIEL P, COONEY

Please find enclosed a copy of the document recordation

1979 and a Secu

rity Agreement-Trust

Deed and an Equipment Lease having recordation numbers 10056

and 10057,

GLG:bar

respectively.

The documents referred to above are executed counter-
parts to the documents already 1n your files and should be
attached to the filed Security Agreement-Trust Deed and Equipment
Lease in order to have copies signed by both parties to said
agreements.

Thank you for your attention to this matter.

Enclosure

Very truly yours,

-
7

CHAPMAN AND CUTLER
x\\wr;:?

"';‘T?c%”'{»\? A ﬁ'\“ v/

ary L. Green
i

By
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RECORDATION NO..,..........Filed 1425

SECURITY AGREEMENT=TRUST DEED

pated as of September 30, 1978
- FROM
NO, 7 RAIL CAR LEASING COMPANY

Debtor

CONTINENTAL ILLINOIS NATIONAL BANK
AND TRUST COMPANY OF CHICAGO,
as Trustee

Secured Party
Relating to

$3,200,000 9~-5/8% Secured Notes
Due 1979=1994

IAN-26-1979-3 25 PM

INTERSTATE COMMERCE COMMISS(QN

sz
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SECURITY AGREEMENT-TRUST DEED ("Security Agreement")
dated as of September 30, 1978 from NO. 7 RAIL CAR LEASING
COMPANY, an Illinois corporation, having a Post Office address
at P, 0, Box 218, Chicago Helights, Illinois 60411 (the
"Debtor"), to CONTINENTAL ILLINOIS NATIONAL BANK AND TRUST
COMPANY OF CHICAGO, a national banking association, having a
Post Office address at 231 South LaSalle Street, Chicago,
Illinois 60693, as Trustee (the "Security Trustee"),

RECITALS:

, A. The defined terms used in tnis Security Agreement
shall have the respective meanings indicated in Section 8,01
unless elsewhere defined or the context shall otherwise require,

B, The Debtor and the Lender have entered into a
Loan Agreement dated as of September 30, 1978 (the "Loan
Agreement”) providing for the commitment of the Lender to make
a loan to the Debtor on a date during the month of December,
1978 designated by the Debtor by not less than five business
days' prior written notice (the "Deposit Date") not exceeding
$3,200,000 in aggregate principal amount to be evidenced by
the $=5/8% Secured Notes (the "Notes") of the Debtor described
in Section 1 hereof.

C. All of the requirements of law have been fully
complied with and all other acts and things necessary to make
this Security Agreement a valid, binding and legal instrument
for the security of the Notes have been done and performed,

NOW, THEREFORE, the Deptor in consideration of the
premises and of the sum of Ten Dollars received by the Depbtor
from the Security Trustee and other good and valuable
consideration, receipt whereof is hereby acknowledged, and in
order to secure the payment of the principal of and interest
on the Notes according to thelr tenor and effect, and to secure
the payment of all other Indebtedness Hereby Secured and the
performance and observance of all covenants and conditions in
the Notes and in this Security Agreement and in the Loan
Agreement contained, does hereby convey, warrant, mortgage,
assign, pledge and grant to the Security Trustee, its successors
in trust and assigns, a security interest in all and singular
of the Depbtor's right, title and interest in, ail and singulsr,
the following described properties, rights, interests and
privileges (hereinafter collectively referred to as the
"Collateral®):



RIVISION I

The Items of Equipment described in Schedule A attached
hereto and made a part hereof, together with all accessories,
equipment, parts and appurtenances whether now owned or hereafter
acgquired, and all substitutions, renewals or replacements of
and additions, improvements, accessions and accumulations to
any and all of sald Items of Equipment, together with all the
rents, 1ssues, income, profits and avalls therefrom,

RIVISION II

All right, title, interest, claims and demands of the
Debtor, as lessor otherwise, in, under and to the Lease and
all Rentals due and to become due thereunder, including any
and all extensions or renewals thereof insofar as the same cover
or relate to the Equipment; it being the intent and purpose
hereof that the assignment and transfer to the Security Trustee
of said Rentals due and to become due under the Lease shall
be effective angd operative immediately and shall continue in
full force and effect and the Security Trustee shall have the
right .to collect and receive said Rentals for application 1in
accordance with the provisions of Section 4 hereof at all times
during the period from and after the date of this Security
Agreement until the Indebtedness Hereby Secured has been fully
pald and discharged,

RIVISION IIX

All property of any kind that may hereafter be conveyed
by the Debtor, or by anyone on its behalf and with its consent,
to the Security Trustee as Trustee hereunder including, without
limitation, the Escrowed Funds referred to in Section 6,05
hereof, the Security Trustee being hereby authorized to recelve
any property so conveyed and to hold it as additional security
hereunder, subject to all provisions hereof not inconsistent
with the terms of such conveyance,

The Security Trustee, its successors in trust and
assigns shall have and hold the Collateral forever; IN TRUST
NEVERTHELESS, upon the terms and trusts herein set forth, for
the equal and proportionate benefit, security and protection
of all present and future holders of the Notes outstanding under
the Loan Agreement trom and after the issuance of the Notes,
without preference, priority or distinction of any Note over
any other Note by reason of priority at the time of issue, sale,
negotiation, date of maturity thereof or otherwise or any cause



whatsoever; provided, always, however, that such security
interest 1s granted upon the express condition that if the Debtor
shall pay or cause to be paid all the Indebtedness Hereby Secured
and shall observe, keep and perform all the terms and conditions,
covenants and agreements herein and in the Loan Agreements and
the Notes contained, then these presents and the estate hereby
granted and conveyed shall cease and thils Security Agreement
shall become null and void; otherwise to remain in full force

and effect,

SECTION 1. IHE_NOIESI REGISIRALIIQNI TRANSEERS._EIC.
1.01. 1Ibe_Noies.

The Notes shall be limited to $3,200,000 in aggregate
principal amount, shall be dated the date of issue, shall bear
interest at the rate of 9=-5/8% per annum prior to maturity
(computed on the basis of a 360-day year of twelve 30-day
months), shall be expressed to mature in one installment of
interest only at a rate equal to 9-5/8X% per annum for the period
from and including the Deposit Date to, but not including, the
Delivery and Closing Date, payable on the Delivery and Closing
Date, followed by 179 egqual consecutive installments of principal
and interest payable monthly on the same day of each and every
month following the Delivery and Closing Date with a final
installment payable 15 years following the Delivery and Closing
Date, 1f not sooner paid, in an amount equal to the entire
balance of principal and interest remaining unpaid as of said
date (each such payment date belng hereinafter referred to as
a "Payment Date"), and shall be otherwise substantially in the
form attached hereto as Exhibit 1. /

1.02. Application of Pavments.

All monthly installment payments required to be made
on the Notes shall be first applied to the payment of interest
on the principal amount from time to time outstanding on the
Notes and the remainder to the reduction of the principal balance
thereof. Any prepayment of principal on the Notes shall be
applied to the reduction of principal then remaining unpaid,
but any such additional payment shall not relieve or discharge
the Company from llability for making the payment on the next
succeeding Payment Date or Payment Dates thereafter as herein
provided, nor reduce the amount of such installment except as
hereinafter provided in Section 4,02(c) hereof.



1.03. Begistratiop. Iransfer and Exchange of Notes.

(a) The Debtor shall cause to be kept at the corporate
trust office of the Security Trustee a register for the
registration and registration of the transfer of the Notes (the
"Register") and, upon presentation at such office for such
purpose, the Deptor will, under such reasonable regulations
as it may prescribe, cause to be registered or transferred
thereon Notes as herein provided. The Debtor hereby appoints
the Security Trustee its Note Registrar to register Notes and
to register the transfer of Notes as herein provided,

{(b) Whenever any Note shall be surrendered for
transfer at the corporate trust office of the Security Trustee,
together with a written instrument of transfer, in form approved
by the Security Trustee, duly executed py the registered owner,
or by his attorney authorized in writing, the Debtor shall
execute, and the Security Trustee shall authenticate and deliver
in exchange therefor, a new Note or Notes of the same maturity
for the same aggregate unpaid principal amount, All Notes soO
surrendered shall be promptly cancelled by the Security Trustee,

(c) The holder of any Note outstanding hereunder
may surrender the same to be exchanged for Notes of different
denominations. Upon cancellation of the surrendered Note, the
Debtor shall execute and the Security Trustee shall register,
authenticate and deliver in exchange therefor a like aggregate
original principal amount of Notes of the same maturity date
in the denomination of Fifty Thousand Dollars ($50,000) each
or any multiple thereof except that any principal amount of
such surrendered Note in excess of a multiple of Fifty Thousand
Dollars ($50,000) shall be evidences by a Note in principal
amount egual to such excess, provided, however, any Notes so
delivered in exchange may be in any denominations approved by
the Debtor.

1.04. Eayment of the Notes.

(a) The principal of, premium, if any, and interest
on the Notes shall be payable at the principal corporate trust
office of the Security Trustee, in lawful money of the United
States of America. Payment of principal and interest on the
Notes shall be made only upon presentation of such Notes to
the Security Trustee for notation thereon of the amount of such
payment,



(b) Notwithstanding the foregoing provisions of
paragraph (a) of this Section 1.04, 1f any Note is registered
in the name ¢of the Lender or a nominee thereof, or registered
in the name of any supsequent holder named in a written notice
from the Debtor to the Security Trustee and stating that the
provisions of this paragraph shall apply, the Security Trustee
shall make payment of 1interest on such Notes and shall make
payments or prepayments (except in the case of a payment or
prepayment whicn will discharge all indebtedness of the Debtor
evidenced by such Note) of the principal thereof, and any
premium, by check, duly malled, by first-class mail, postage
prepaid, or delivered to such holder at its address appearing
on the register referred to in Section 1.03(a) hereof and such
holder (or the person for whom such holder is a nominee) will,
before selling, transferring or otherwlse disposing of such
Note, present such Note to the Security Trustee for transfer
as provided iIn Section 1,03 hereof. All payments so made shall
be valid and effectual to satisfy and discharge the liability
upon such Note to the extent of the sums so paid., The Security
Trustee is authorized to act in accordance with the foregoing
provisions and shall not be liable or responsible to any such
holder or to the Debtor or to any other Person for any act or
omission on the part of the Debtor or such holder in connection
therewith,

(c) So long as any Note is registered in the name
of the Lender or a nominee thereof, the Security Trustee will,
upon written notice from the Lender or its nominee given not
less than 20 days prior to the payment or prepayment of the
Notes, cause all subsequent payments and prepayments of the
principal of, and interest and premium, if any, on the Hhotes
registered in the name of such Lender or its nominee to be made
to any bank In the continental United States as shall be
specified in such notice by wire transfer to such bank in
immediately available Federal Reserve funds on each such date
such payment or prepayment is due; provided, however, that the
Security Trustee will (unless and until the Security Trustee
has received other instructions from the Lender by notice given
in accordance with this Section) without the notice required
by this paragraph (¢) make all such payments or prepayments
of the principal of, and interest and premium, if any, on the
Notes registered in tne name of the Lender or & nominee thereof
by wire transfer in the manner aforesala to the bank account
designated for the Lender on page 1 of the Loan Agreement, marked
for attention as indicated.



1.03. PBersons_Deenped QOwners.

The Debtor and the Security Trustee may treat the Person
in whose name any Note shall be registered upon the books of
the Security Trustee as the absolute owner of such Note for
the purpose of receiving payment of or on account of the
principal of and interest on such Note and for all other
purposes, whether or not such Note shall be overdue; and all
such payments so made to any such registered owner or upon his
order shall be valid and effectual to satisfy and discharge
the liability upon such Note to the extent of the sum or sums
so paid, and neither the Debtor nor the Security Trustee shall
be affected by any notice to the contrary.

1.06. Charges or Exchanges.

Any exchange or transfer of Notes shall be made at
the Debtor's own expense,

1.01. EXQSHILQD;.Anlnsnlisaliﬂn_ﬁDﬂ.DQlllﬁL!.QI_MQ;QS.

(a) The Notes shall be executed on behalf of the
Debtor by its President or a Vice President, under its corporate
seal attested by its Secretary or an Assistant Secretary, or
by such other form of execution as may be prescribed by a
resolution of its Board of birectors.

{(b) The Notes when executed shall be delivered to
the Security Trustee for authentication; and the Security Trustee
shall authenticate and deliver said Notes as in this Security
Agreement provided and not otherwise, 0Only such Notes as shall
bear thereon a certificate of authentication substantially in
the form and text set forth iIn Exhibit { attached hereto,
executed by the Security Trustee, shall be secured by this
Security Agreement or be entitled to any lien, right or benefit
hereunder; and such authentication by the Security Trustee upon
any Note shall be conclusive evidence that such Note has been
duly authenticated and delivered hereunder,

1.08. Mutilared. Lost, Stolepn and Destroyed Notes.

(a) A mutilated Note may be surrendered to the Debtor
or the Security Trustee and thereupon the Debtor shall execute
and the Security Trustee shall register, authenticate and deliver
in exchange therefor a new Note of like tenor and principal
amount, The Security Trustee shall cancel the mutilated Note,



(b) 1If there be delivered to the Debtor and to the
Security lrustee such security or indemnity as may be required
to save each of them harmless, then in the absence of notice
to the Debtor or the Security Trustee that such Note has been
acquired by a bona fide purchaser, the Debtor shall execute
and upon 1its request, the Security Trustee shall register,
authenticate and deliver in lieu of any such destroyed, lost
or stolen Note, a new Note of like tenor and principal amount.,
If the holder of any such lost, stolen or destroyed Note is
an institutional investor, then such holder's own agreement
of indemnity shall be deemed to be satisfactory.

(c) 1f any such mutilated, lost, stolen or destroyed
Note shall have matured or will mature not more than 10 days
thereafter, instead of issuing a substitute Note, the Debtor,
with the consent of the Security Trustee, may pay the same,
Any new Note issued under this Section in ljeu of any Note
alleged to have been lost, stolen or destroyed shall constitute
an additional original contractual obligation of the Debtor
whether or not the Note alleged to have been lost, stolen or
destroyed shall be at any time enforceable by anyone; and such
new Note shall pe entitled to the lien, security and benefits
of this Security Agreement equally and ratably with all other
Notes hereby secured, The Deptor and the Security Trustee,
in thelr discretion, may place upon any such new Note a legend,
but such legend shall in nowise affect the validity of such
Note. The Debtor may at its optlion require the payment of a
sum sufficient to reimburse it for any stamp tax or other
governmental charge in connection with the issuance of any such
new Note,

(d) Any Note in lieu of which another Note has been
authenticated and delivered as permitted in Section 1.08(b)
shall not be treated as an indebtedness for any purpose hereunder
and the Debtor shall not be required to pay or provide for
payment of same unless prior to satisfaction and discharge of
this Security Agreement, such Note has been presented to the
Security Trustee with a claim of ownership and enforceability
by the person possessing such Note and the enforceablility of
such Note, if contested by the Debtor, has been determined in
favor of such person by a court of competent jurisdiction.



1.09. gCancellagion.

All Notes when fully paid as to principal and interest
shall be surrendered to tne Security Trustee and promptly
cancelled, and a certificate of such cancellation shall be
delivered to the Debtor. No Notes shall be authenticated in
lieu of cancelled Notes or in exchange therefor except as
permitted by this Security Agreement.

SECIION 2. CQVENANIS ANDR _WARRANIIES QOF IHE DEBIOR.

The Debtor covenants, warrants and agrees as follows:

2.01. Deptorl!s Duties.

The Debtor covenants and agrees well and truly to
perform, abide by and to be governed and restricted by each
and all of the terms, provisions, restrictions, covenants and
agreements set forth in the Loan Agreement, and in each and
every supplement thereto or amendment thereof which may at any
time or from time to time be executed and delivered by the
parties thereto or their successors and assigns, to the same
extent as though each and all of said terms, provisions,
restrictions, covenants and agreements were fully set out nerein
and as though any amendment or supplement to the Loan Agreement
were fully set out in an amendment or supplement to this Security
Agreement,

2.02. Harrapty of Title.

The Debtor owns and is possessed of the Equipment free
of all Liens other than Permitted Encumbrances, and owns and
is possessed of the Collateral other than the Equipment free
of all Liens, and has full power and lawful authority to grant
a security interest in, assign, transfer, deliver and pledge
the Collateral, As long as any Notes are outstanding hereunder,
the Debtor will not subject the Collateral to any Lien. The
Debtor hereby does and will forever warrant and defend the title
to the Collateral against the claims and demands of all persons
whomsoever,



2.03. EUILDEI _ASSUIances.

The Debtor will, at its own expense, do, execute,
acknowledge and deliver all and every further acts, deeds,
conveyances, transfers and assurances necessary or proper for
the perfection of the security interest being herein provided
for in the Collateral, whether now owned or hereafter acquired.
Without limiting the foregoing pbut in furtherance of the security
interest herein granted in the Rentals under the Lease, the
Debtor covenants and agrees that it will notify the Lessee of
this Security Agreement as provided in Section 16 of the Lease
and will direct the Lessee to make all payments of Rentals under
the Lease directly to the Security Trustee or as the Security
Trustee may direct, '

2.04. Afiersacguired Property.

Any and all property described or referred to in the
granting clauses hereof which 1s hereafter acquired shall ipso
facto, and without any further conveyance, assignment or act
on the part of the Debtor or the Security Trustee, become and
be subject to the security interest herein granted as fully
and completely as though specifically described herein, but
nothing in this Section 2,04 contained shall be deemed to modify
or change the obligation of the Debtor under Section 2.03 hereof.

2208, Recordation and Eiling.

The Debtor will cause this Security Agreement and all
supplements hereto, the Lease and all supplements thereto, and
all financing and continuation statements and similar notices
required by applicable law, at all times to be kept, recorded
and filed at its own expense in such manner and in such places
as may be required by law in order fully to preserve and protect
the rights of the Security Trustee hereunder, and will at {its
own expense furnish to the Security Trustee, promptly after
the execution and delivery of this Security Agreement and of
each supplemental Security Agreement, an opinion 0of counsel
stating tnat in the opinion of such counsel this Security
Agreement or such supplement, as the case may be, has been
properly recorded or filed for record so as to make effective
of record the security interest intended to be created herebpy.



2.06. Modificariops _of_the Lease.

The Debtor will not:

(a) declare a default or exercise the remedies of
the Lessor under, or terminate, modify or accept a surrender
of, or offer or agree to any termination, modification or
surrender of, the Lease or py affirmative act consent to the
creation or existence of any Llen upon the leasehold estate
created by the Lease or any part thereof (other than Permitted
Encumbrances); or

(b) receive or collect or permit the receipt or
collection of any payment of Rental under the Lease prior to
the date the same shall be due and payable pursuant to the
provisions of the Lease or assign, transfer or hypothecate (other
than to the Security Trustee hereunder) any payment of Rental
then due or to accrue in the future under the Lease in respect
of the Equipment; or :

(¢c) sell, mortgage, transfer, assign or hypothecate
{other than to the Security Trustee hereunder) its interest
in the Equipment or any part thereof or 1in any amount to be
received by it from the use or disposition of the Eguipment.

2.01. PRower of Atftorpey in Bespect of the lLease.

The Debtor does hereby irrevocably constitute and
appoint the Security Trustee, its true and lawful attorney with
full power of substitution, for it and in its name, place and
stead, to ask, demand, collect, receive, receipt for, sue for,
compound and give acquittance for any and all Rental and other
sums which are assigned under the granting clauses hereof with
full power to settle, adjust or compromise any claim thereunder
as fully as the Debtor could itself do, and to endorse the name
of the Debtor on all commercial paper given in payment or in
part payment thereof, and In its discretion to file any claim
or take any other action or proceedings, either in its own name
or in the name of the Debtor or otherwise, which the Security
Trustee may deem necessary or appropriate to protect and preserve
the right, title and interest of the Security Trustee in and
to such Rental and other sums and the security intended to be
afforded hereby,
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2.08. PRaypent_gf_lndebtedness.

The Deptor will promptly pay the Indebtedness Hereby
Secured as and when the same or any part thereof becomes due
(whether by lapse of time, declaration, demand or otherwise).

2.09. Malptepance of Corporate Existence.

The Debtor will preserve and keep in full force and
effect its corporate existence, rignts and franchises and all
licenses and permits necessary to the performance of its
obligations hereunder, except as otherwise provided in Section
2.10,

2.14. RiilzicllQni_Qn.M£l§£L§4.QﬂniﬂlldﬁliﬂD&.ﬁﬂd.ﬁﬁl:i.nﬁ
ssets.

The Deptor will not sell, lease, transfer or otherwise
dispose of all or a substantial portion of its corporate property
or assets to any person, firm or corporation or consolidate
with or merge into any other corporation or permit another
corporation to merge into it unless (1) the successor formed
by or resulting from such consolidation or merger or to which
such sale, lease or other disposition shall have been made shall
be a solvent corporation organized under the laws of the United
States of America or a State thereof or the District of Columbia;
(1i) such successor corporation (if other than the Debtor) shall
assume all of the Debtor's obligations under this Security
Agreement, the NOtes, the Loan Agreement and the Lease; and
(1ii) immediately after such merger, sale, lease or other
disposition, such successor corporation shall not be in default
in the performance or observance of any of the covenants,
agreements or conditions contained in the Loan Agreement, this
Securlty Agreement or the Lease,

SECIION 3. PROSSESSION. USE _ANDR_BLELEASE_QF PROPERBIX.
3.01. PRossession of Collateral.

If and so long as no Default or Event of Default has
occurred and i{s continuing, the Debtor shall be suffered and
permitted to remain in full possession, enjoyment and control
of the Equipment and to manage, operate and use the same and
each part tnereof with the rights and franchises appertaining
thereto, provided, always that the possession, enjoyment, control
and use of the Equipment shall at all times be subject to the
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observance and performance of tne terms of this Security
Agreement, It 1s expressly understood that the use and
possession of an Item of Equipment by the Lessee under and
subject to the Lease shall not constitute a violation of this
Section 3,01.

d.02. Bflsass.ni_ﬂnninm:n&.::-EaxmnnL.ni.ﬂasnal&x.laln:.nx
53588,

S0 long as no Event of Default under tne Lease has
occurred and 1is continuing to the knowledge of the Security
Trustee, the Security Trustee shall execute a release in respect
of any Item of Equipment when designated by the Lessee for a
cash settlement pursuant to Section 11 of the Lease upon receipt
of: (1) written notice from the Lessee pursuant to Section
11.2 of the Lease, and (1i) settlement by the Lessee for the
Equipment in compliance with Section 11.3 of the Lease,

3.02. Release.of Eguipment ==_Conseni of _Noteholders.

In addition to the sale, exchange or release pursuant
to the foregoing Section 3.02, the Debtor may sell or otherwise
dispose of any Item of Equipment then subject to the lien of
this Security Agreement, and the Security Trustee shall release
the same from the llien hereof to the extent and on the terms
and upon compllance with the conditions provided for in any
written consent given thereto at any time or from time to time
by the Noteholders. :

3.04. PBrotectiop of Purchbaser.

No purchaser in good faith of property purporting to
be released hereunder shall be bound to ascertain the authority
of the Security Trustee to execute the release, or to inquire
as to any facts required by the provisions hereof for the
exercise of such authority; nor shall any purchaser, in good
faith, of any item or unit of the mortgaged property be under
obligation to ascertain or inquire into the conditions upon
which any such sale i{s hereby authorized,



SECTION 4. ARRLICATION _QF CERTAIN_MONEXS RECEIVED BY THE SECURITX
IBUSIEE: _PRERAYMENIS.

4.01. Prepavmoents.

Except to the extent provided for in this Section 4,
the Notes shall not be subject to prepayment or redemption in
whole or in part at the option of the Debtor prior to the
expressed maturity dates thereof,

4.02. Application of Monevs.

As more fully set forth in the granting clauses hereof,
the Debtor has hereby granted to the Security Trustee a security
interest in Rentals due and to become due under the Lease in
respect of the Equipment as security for the Notes, So long
as no Default or Event of Default has occurred and is continuing
to the Knowledge 0of the Security Trustee:

(a) FEixed Rentals. The amounts from time to time
received by the Securlty Trustee which constitute payment of
the installments of Fixed Rental under the Lease shall be applled
first, to the payment of the installment or installments of
principal and interest on the Notes which have matured or will
mature on or before the due date of the installments of Fixed
Rental which are received by the Security Trustee and second,
the balance, 1f any, of such amounts shall be paid to or upon
the order of the Debtor on such due date,

(b) (Casualtv. _Yalye. The amounts from time to time
received by the Security Trustee which constitute payment by
the Lessee 0of the "Casualty Value" for any Item of Equipment
(as defined in section 11.6 of the Lease) pursuant to Section
11.3 of the Lease and interest due on any late payment of rent
with respect to such Item of Equipment pursuant to clause (iii)
of Section 11.3 of the Lease shall be pald and applied on the
Notes on the next succeeding payment Date not less than 10 days
after the notice reguired by Section 4.03 hereof has been given
by the Security Trustee as follows:

(1) An amount equal to the aggregate Loan Value
of the Item or Items of Equipment in respect of which
such Casualty Value payments were received shall be
applied to the prepayment of the principal remaining
unpaid on the Notes and any excess amount shall be
applied to the payment of accrued and unpaid interest,
if any, on the portion of the principal amount of
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the Notes so prepaid; and

(i1) Each of the remaining installments of the
Notes shall be reduced in the proportion that the
principal amount of the prepayment bears to the unpald
principal amount of the Notes immediately prior to
the prepayment,

Any amounts 1n excess of the amounts applied to the pavment
of principal and interest on the Notes pursuant to clause (i)
hereof shall be paid to or upon the order of the Debtor.

The "Loan vValue" of an Item of Equipment as of any
date shall be tne amount which bears the same relationship to
the unpaid principal amount of the Notes as of such date as
the Original Loan Value of such Item of Equipment bears to the
original aggregate principal amount of the Notes. The "Originial
Loan Value" of an Item of Equipment shall be the amount
determined py dividing the original aggregate principal amount
of the Notes by the total number of Items of Equipment described
on Schedule A hereto,

{(¢) Ipnsurance_pProgeeds. Tne amounts received by
the Security Trustee from time to time which constitute proceeds

of insurance maintained by the Lessee in respect of the Equipment
shall be held by the Security Trustee as a part of the Collateral
and shall be applied by the Security Trustee from time to time

to any one or more of the following purposes:

(1) Repair or Replagement. If no Event of
Default under the Lease and no event, which with the

lapse of time, the giving of notice, or both, would
constitute an Event of Default under the Lease, shall
have occurred and be continuing to the knowledge of
the Security Trustee, the proceeds of such insurance
shall, 1f the Items of Equipment which were lost,
damaged or destroyed are to be repaired, restored

or replaced, be released to the Debtor to reimburse
the Lessee for expenditures made for such repair,
restoration or replacement ot such Items of Equlipment
upon receipt by the Security Trustee of: (1) a
certificate of the President, any Vice President or
the Treasurer of the Lessee showing in reasonable
detail tnhe purpose for which the expenditures were
made and the actual cash expenditures made for such
purpose and stating that no Event of Default under
the Lease and no event, which with the lapse of time,
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the giving of notice, or both, would constitute an
Event of Default under the Lease has occurred and

is continuing, and (iil) a supplement hereto sufficient,
as shown by an opinion of counsel (which may be counsel
for the Debtor or the Lessee) in form and content
satisfactory to the Security Trustee, to grant a
security interest in any additions to or substitutions
for the Items 0f Equipment to the Security Trustee,
which opinion shall also cover the filing and/or
recording of such supplement so as to perfect the
security interest in such additions or substitutions,
or in the alternative, an opinion that no such
supplement is required for such purpose; and

(2) Application of Notes. If the insurance
proceeds shall not have been released to the Debtor

pursuant to the preceding paragraph (1) within six
months from the receipt thereof by the Security
Trustee, then so long as no Default or Event of Default
shall have occurred and be continuing to the knowledge
of the Security Trustee, the insurance proceeds shall
be applied by the Security Trustee on the first Payment
Date occurring not less than six months after receipt
thereof as follows:

(i) First, to the prepayment of the
Notes without regard to any limjitation as
to the minimum amount of prepayment, all
in the manner proviaed for by Section 4.02(c)
hereof; and

(ii) Second, the palance, if any,
of such insurance proceeds held by the
Security Trustee after making the application
provided for oy the preceeding subparagragh
(1) snall be released to or upon the order
of the Debtor,

4.03. pdotice of Prepavment; Partial Prepavmenti lermination
ef loterest.

(a) In the case of any prepayment of the Notes, notice
thereof in writing to tne holders of the Notes to be prepaid
shall be sent by the Security Trustee as agent and attorney-
in=-fact of the Debtor by certified or registered mail, postage
prepaid, to the holder of each Note to be prepaid, at least
10 days prior to the date fixed for prepayment. Any notice



so mailed shall be conclusively presumed to have been given
to such holder whether or not such holder actually recejives
such notice, Such notice shall specify the date fixed for
prepayment, the provision hereof under which such prepayment
is being effected and that on the date fixed for prepayment
there will become due and payable upon each Note or portion
thereof so to be prepaid at the place where the principal of
the Notes to be prepaid is payable, the specified amount of
principal thereof, together with the accrued interest to such
date, with such premium, if any, as is pavable thereon and after
such date interest thereon shall cease to accrue.

(b) 1In the event of any partial prepayment of the
Notes, the aggregate principal amount of the Notes to be prepaid
shall be prorated by the Security Trustee among the holders
thereof in proportion to the unpald principal amount of such
Notes held by them and the Security Trustee shall designate
the portions of the Notes of each such holder to be prepaid.

{(c) On or prior to the date fixed for any prepayment
of Notes the moneys required for such prepayment shall be
deposited with the Security Trustee by the Debtor. Interest
on any Note designated for prepayment or on any portion of the
principal amount of any Note designated for prepayment shall
cease upon the date fixed for prepayment unless default shall
be made in the payment of the amount payable upon the prepayment
thereof.

4.04. Amortizarion.Schedules.

Concurrently with the notice of any partial prepayment
of any Note, the Debtor shall deliver to the Security Trustee
two copies of any amortization schedule with respect to such
Note setting forth the amount of the installment payments to
be made on such Note after the date of such partial prepayment
and the unpaid principal balance of such Note after each such
installment payment., The Security Trustee shall gdeliver, or
send by first class mall, postage prepaid, one such copy of
the applicable schedule to the holder of such Note at its address
set forth in the Register.

4.05. Lefaulr.

1f an Event of Default has occurred and is continuing,
all amounts received by the Security Trustee pursuant to the
granting clauses hereof shall be applied in the manner provided
for in Section 5 in respect of proceeds and avails of the



Collateral.

SECTION 3. EMENIS_QE DEFAULT.
3.01. dature Qf Events.

An "Event of Default" shall exist if any of the
following occurs and is continuing:

(a) Default in payment of an installment of the
principal of, or interest on, any Note when and as the same
shall become due and payable, whether at the due date thereof
or at the date fixed for prepayment or by acceleration or
otherwise and such default shall continue for more than five
days [provided, however, that the Debtor shall be entitled to
an additional five=day grace period with respect to any two
monthly installments of principal and interest on the Notes
which become due during any "lease year" (which shall mean for
the purposes hereof, the 12-month period commencing with the
Term Lease Commencement Date set forth In Schedule A to the
Lease and each of the succeeding 12=-month periods thereafter
during the term of the Lease)l; or

(b) An "Event of Default" as set forth in Section
14 of the Lease; or

(c) Default on the part of the Debtor in the due
observance or performance of any covenant or agreement to be
observed or performed by the Debtor under thils Security Agreement
or the Loan Agreement, and such default shall continue unremedied
for 30 calendar days after written notice thereof from the
Security Trustee or the holder of any Note to the Debtor; or

(d) Any representation or warranty made herein or
in the Loan Agreement or in any report, certificate, financial
or other statement furnished in connection with this Security
Agreement or the Loan Agreement, or the transactions contemplated
therein shall prove to be false or misleading in any material
respect; or

(e) Any Lien (other than a Permitted Encumbrance)
shall be asserted against or levied or imposed upon the Equipment
which is prior to or on a parity with the security interest
granted hereunder, and such Lien shall not be discharged or
removed within 30 calendar days after written notice from the
Security Trustee or the holder of any Note to the Debtor and

-17-



the Lessee demanding the discharge or removal thereof; or

(£) The Debtor becomes insolvent or bankrupt or admits
in writing its inability to pay its debts as they mature, or
makes an assignment for the benefit of creditors or appllies
or consents to the appointment of a trustee or receiver for
the Debtor or for the major part of its propertyj or

(g) A trustee or receiver 1is appointed for the Debtor
or for the major part of its property and is not discharged
within 60 days after such appointment; or

(h) Bankruptcy, reorganization, arrangement,
insolvency, or ligquidation proceedings, or other proceedings
for relief under any bankruptcy law or similar law for the relief
of debtors, are instituted by or against the Deptor and, if
instituted against the Debtor, are consented to or are not
dismissed within 60 days after such 1nstitution.,

2.02. Securdiv Trystee's_Rigpis.

When any Event of Default has occurred and 1s continuing
the Security Trustee shall have the rights, options, dutiles
and remedies of a secured party, and the Debtor shall have the
rights and duties of a debtor, under the Uniform Commercial
Code of Illinols (regardless of whether such Code or law similar
thereto has been enacted in a jurisdiction wherein the rights
or remedies are asserted) and without 1limiting the foregoing,
the Security Trustee may exercise any one or more or all, and
in any order, of the remedlies hereinafter set forth, it being
expressly understood that no remedy herein conferred is intended
to be exclusive of any other remedy or remedies, but each and
every remedy shall be cumulative and shall be in addition to
every other remedy given herein or now or hereafter existing
at law or in equity or by statute:

(a) The Security Trustee may, and upon the written
request of the holders of 25% of the principal amount of the
Notes then outstanding shall, by notice in writing to the Debtor
declare the entire unpaid balance of the Notes to be immediately
due and payable; and thereupon all such unpaid balance, togetner
with all accrued interest thereon (but without premium), shall
be and become immediately due and payable,



(b) Subject always to the then existing rights, 1if
any, of the Lessee under the Lease, the Security Trustee
personally or by agents or attorneys, shall have the right
{subject to compliance with any applicable mandatory legal
requirements) to take immediate possession of the Collateral,
or any portion thereof, and for that purpose may pursue the
same wherever it may be found, and may enter any of the premises
of the Debtor, with or without notice, demand, process of law
or legal procedure, 1f this can be done without breach of the
peace, and search for, take possession of, remove, keep and
store the same, or use and operate or lease the same until sold,

(c) Subject always to the then existing rights, if
any, of the Lessee under the Lease, in the event the Security
Trustee shall demand possession of the Equipment then, without
lirmiting the provisions of paragraph (b) hereof, the Debtor
shall forthwith deliver possession of the Equipment to the
Security Trustee in good order and repair, ordlnary wear
excepted, For the purpose of dellvering possession of any
Equipment to the Security Trustee as above required, the Debtor
shall, at its own cost and expense, forthwith:

(1) Assemble and place such Equipment upon
storage tracks in the state of Illinois or Indiana
(or such other place or places as the parties hereto
shall agree in writing) as the Security Trustee shall
designate;

(2) Provide storage at the risk of the Debtor
for such Equipment on such tracks for a period not
exceeding 180 days after written notice has been given
to the Security Trustee specifying the place of storage
and the car numbers of the Items of Equipment so
stored; and

(3) Deliver any Item of Egquipment at any time
within such 180 days' period to any connecting carrier
on tracks at any place within Indiana or Illinois
for shipment, all as the Security Trustee may direct,.

The assembling, delivery and storage of the Equipment as
hereinabove provided are of the essence of this Security
Agreement, and upon application to any court of equity having
jurisdiction in the premises, the Security Trustee shall be
entitled to a decree against the Debtor requiring specific
performance of the covenants of the Debtor so to assemble,
deliver and store the Equipment,



(d) Subject always to the then existing rights, if
any, of the Lessee under the Lease, the Security Trustee may,
if at the time such actjon may be lawful and always subject
to compliance with any mandatory legal requirements, either
with or without taking possession and either before or after
taking possession, and without instituting any legal proceedings
whatsoever, and having first given notice of such sale by
registered mail to the Debtor once at least ten days prior to
the date such sale, and any other notice which may be required
by law, sell and dispose of said Collateral, or any part thereof,
at public auction to the highest bidder, in one lot as an
entirety or in separate lots, and either for cash or on credit
and on such terms as the Security Trustee may determine, and
at any place (whether or not it be the location of the Collateral
or any part thereof) designated in the notice above referred
to. Any such sale or sales may be adjourned from time to time
by announcement at the time and place appointed for such sale
or sales, or for any such adjourned sale or sales, without
further published notice, and the Security Trustee or the holder
or holders of Notes, or of any interest therein, may bid and
become the purchaser at any such sale,

(e) The Securlty Trustee may proceed to protect and
enforce this Security Agreement and said Notes by suit or suits
or proceedings in eguity, at law or in bankruptcy, and whether
for the specific performance of any covenant or agreement herein
contained or in execution or aid of any power herein granted;
or for foreclosure hereunder, or for the appointment of a
receiver or receivers for the mortgaged property or any part
thereof, or for the recovery of judgment for the Indebtedness
Hereby Secured or for the enforcement of any other proper, legal
or equitable remedy available under applicable law,

(£) Subject always to the then existing rights, if
any, of the Lessee under the Lease, the Security Trustee may
proceed to exercise all rights, privileges and remedies of the
Debtor under the Lease and may exercise all such rights and
remedies either in the name of the Security Trustee or in the
name of the Debtor for the use and benetit of the Security
Trustee,
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2.03. Accelerarion Clayse.

In case of any sale of the Collateral, or of any part
thereof, pursuant to any judgment or decree of any court or
otherwise in connection with the enforcement of any of the terms
of this Security Agreement, the principal ot the Notes, if not
previously due, and the interest accrued thereon, shall at once
become and be immediately due and pavable; also in the case
of any such sale, the purchaser or purchasers, for the purpose
of making settlement for or payment of the purchase price, shall
be entitled to turn in and use the Notes and any claims for
interest matured and unpaid thereon, in order that there may
be credited as paid on the purchase price the sum apportionable
and applicable to the Notes including principal and interest
thereof out of the net proceeds of such sale after allowing
for the proportion of the total purchase price required to be
paid in actual cash,

2.04. dalyver DRy Debtor.

The Debtor covenants that it will not at any time insist
upon or plead, or in any manner whatever claim or take any
beneflt or advantage of, any stay or extension law now or at
any time hereafter in force, nor claim, take, nor insist upon
any beneflt or advantage of or from any law now or hereafter
in force providing for the valuation or appraisement of the
Collateral or any part thereof, prior to any sale or sales
thereof to be made pursuant to any provision herein contained,
or to the decree, judgment or order of any court of competent
jurisdiction; nor, after such sale or sales, claim or exercise
any right under any statute now or hereafter made or enacted
by any state or otherwise to redeem the property so sold or
any part thereof, and hereby expressly waives for itself and
on behalf of each and every person, except decree or judgement
creditors of the Debtor acguiring any interest in or title to
the Collateral or any part thereof subsequent to the date of
this Security Agreement, all benefit and advantage of any such
law or laws, and covenants that it will not invoke or utilize
any such law or laws or otherwise hinder, delay or impede the
execution of any power herein granted and delegated to the
Security Trustee, but will suffer and permit the execution of
every such power as though no such power, law or laws had been
made or enacted,
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2.05. Effect of Sale.

Any sale, whether under any power of sale hereby given
or by virtue of judicial proceedings, shall operate to divest
all right, title, interest, claim and demand whatsoever, either
at law or in equity, of the Debtor in and to the property sold
and shall be a perpetual bar, both at law and in equity, against
the Debtor, its successors and assigns, and against any and
all persons claiming the property sold or any part thereof under,
by or through the Debtor, its successors or assigns (subject,
however, to the tnen existing rights, if any, of the Lessee
under the Lease),

2.08. Annllsa&inn.gi.Salz.Eznsssgs.

The proceeds and/or avalls of any sale of the
Collateral, or any part thereof, and the proceeds and the avails
of any remedy hereunder shall be paid to and applied as follows:

(a) First, to the payment of costs and expenses of
foreclosure or suit, if any, and of such sale, and of all proper
expenses, liability and advances, Iincluding legal expenses and
attorneys' fees, incurred or made hereunder by the Security
Trustee, or the holder or holders of the Notes and of all taxes,
assessments or liens superior to the lien of these presents,
except any taxes, assessments or other superior lien subject
to which said sale may have been made;

(b) Second, to the payment to the holder or holders
of the Notes of the amount then owing or unpaid on the Notes
for principal and interest; and in case such proceeds shall
be insufficient to pay in full the whole amount so due, owing
or unpaid upon the Notes, then ratable according to the aggregate
of such principal and the accrued and unpaid interest with
application on each Note to be made, first, to the unpaid
principal thereof, and second, to unpald interest thereon; and

(¢) Thirad, to the payment of the surplus, if any,
to the Debtor, its successors and assigns, or to whomsoever
may be lawfully entitled to receive the same,

2.01. Discontipuapce of Remegdies.

In case the Security Trustee shall have proceeded to
enforce any rignt under this Security Agreement by foreclosure,
sale, entry or otherwise, and such proceedings shall have been
discontinued or abandoned for any reason or shall have been



determined adversely, then and 1in every such case the Debtor,
the Security Trustee and the holders of the Notes shall be
restored to their former positions and rights hereunder with
respect to the property subject to the security interest created
under thils Security Agreement,

5.08. Cumulative Remedies.

No delay or omission of the Security Trustee or of
the holder of any Note to exercise any right or power arising
from any default on the part of the Debtor, shall exhaust or
impair any such right or power or prevent its exerclse during
the continuance of such default. No waiver by the Security
Trustee, or the holder 0f any Note, of any such default, whether
such waiver be full or partial, shall extend to or be taken
to affect any subsegquent default, or to impair the rights
resulting therefrom except as may be otherwise provided herein,
No remedy hereunder is intended to be exclusive of any other
remedy but each and every remedy shall be cumulative and in
addition to any and every other remedy given hereunder or
otherwise existing; nor shall the giving, taking or enforcement
of any other or aaditional security, collateral or guaranty
for the payment ot the indebtedness secured under this Security
Agreement operate to prejudice, walve or affect the security
of this Security Agreement or any rights, powers or remedies
hereunder, nor shall the Security Trustee or holder of any of
the Notes be required to first look to, enforce or exhaust such
other or additional security, collateral or guaranties,

SECTION &. IHE _SECURITX IRUSTEL.

The Security Trustee accepts the trust hereunder and
agrees to pertorm the same, but only upon the terms and
conditions hereof, including the following, to all of which
the Debtor and the respective holders of the Notes at any time
outstanding by their acceptance thereof agree:

£.01. (Certaip puties and Besoonsibilities of Securdity Irusiee.

(a) E£xcept during the continuance of an Event of
Default:



(1) the Security Trustee undertakes to perform
such duties and only such duties as are specifically
set forth in this Security Agreement, and no implied
covenants or obligations shall be read into this
Security Agreement against tne Security Trustee; and

(2) 1in the absence of bad faith on its part,
the Security Trustee may conclusively rely, as to
the truth of the statements and the correctness of
the opinions expressed therein, upon certificates
or opinions furnished to the Security Trustee and
conforming to the requirements of this Security
Agreement; but in the case o0f any such certificates
or opinions which by any provision hereof are
specifically required to be furnished to the Security
Trustee, the Security Trustee shall be under a duty
to examine the same to determine whether or not they
conform to the requirements of this Security Agreement,

(b) wWithin 30 days after the Security Trustee has
knowledge of the occurrence of any default hereunder, the
Security Trustee shall send notice to all holders of the Notes
of such default unless the same shall have been cured or waived,

(c) In case an Event of Default has occurred and
is continuing, the Security Trustee shall exercise such of the
rights and powers vested in it by this Security Agreement for
the benefit of the holders of the Notes, and use the same degree
of care and skill in thelr exercise, as a prudent man would
exercise or use under the circumstances in the conduct of his
own affairs.

(d) No provision of this Security Agreement shall
be construed to relieve the Security Trustee from liability
for its own negligent action, its own negligent failure to act
or its own willful misconduct, except that:

(1) this subsection shall not be construed to
limit the effect of subsection (a) of this Section;

(2) the Security Trustee shall not be liable
for any error of judgment made in good faith by an
officer of the Security Trustee unless it shall be
proved that the Security Trustee was negligent {n
ascertalning the pertinent facts; and



(3) the Security Trustee shall not be liable
to the holder of any Note with respect to any action
taken or omitted to be taken by it in good faith in
accordance with the direction of the holders of 66-
2/73% in principal amount of the Notes outstanding
relating to the time, method and place of conducting
any proceeding for any remedy avallable to the Security
Trustee, or exercising any trust or power conferred
upon the Security Trustee under this Security
Agreement.

(e) No provision of this Security Agreement shall
require the Security Trustee to expend or risk its own funds
or otherwise incur any financial liability in the performance
of any of 1ts duties hereunder, or in the exercise of any of
its rights or powers, 1f it snall have reasonable grounds for
believing that repayment of such funds or adequate indemnity
against such risk or liability is not reasonably assured to
it.

(f) wWhether or not therein expressly so provided,
every provision of this Security Agreement relating to the
conduct or affecting the liabjility of or affording protection
to the Security Trustee shall be subject to the provisions of
thlis Section.

£.02. Rights to Compensakion and.lndernificationi Lien Iherefor.

(a) The Debtor covenants to pay to the Security
Trustee such compensation for its services hereunder as shall
be agreed to by the Debtor and the Security Trustee or, in the
absence of such agreement, reasonable compensation therefor
{which shall not be limited by any provision of law in regard
to the compensation of a trustee of an express trust), and to
pay, or reimburse, the Security Trustee for all reasonable
expenses incurred hereunder, including the reasonable
compensation, expenses and disbursements of such agents,
representatives, experts and counsel as the Security Trustee
may employ in connection with the exercise and performance of
its power and duties hereunder.

(b) The Debtor will also indemnify and save the
Security Trustee harmless against any liabilities, not arising
from the Security Trustee's own default or negligence or bad
faith, which it may incur in the exercise and performance of
its rights, powers and trusts, duties and obligations hereunder,



(c) As security for such compensation, expenses,
disbursements and indemnification, the Security Trustee shall
have the benefit of the lien hereby created in priority to the
indebtedness evidenced by the Notes issued hereunder.

£.03. Certalpn Rights of Security Trustee.

{a) The Security Trustee shall not be responsible
for any recitals herein or in the Loan Agreement or for insuring
the Equipment, or for paying or discharging any tax, assessment,
governmental charge or lien affecting the Collateral, or for
the recording, filing or refiling of this Security Agreement,
or of any supplemental or further mortgage or trust deed, nor
shall the Security Trustee be bound to ascertain or inquire
as to the performance or observance of any covenants, conditions
or agreements contained herein or in the Loan Agreement, and,
except in the case of a default in the payment of the principal
of, or interest or premium, 1f any, on any Note or a default
of which the Security Trustee has actual knhowledge, the Security
Trustee shall be deemed to have Knowledge of any default in
the performance or observance of any such covenants, conditions
or agreements only upon receipt of written notice thereof from
the Debtor or from one of the holders of the Notes. The Security
Trustee shall promptly notify all holders of Notes of any default
of which the Security Trustee has actual knowledge, Upon receipt
by the Security Trustee of such written notice from a holder
of a Note, the Security Trustee shall promptly notify all other
holders of Notes of such notice and the default referred to
therein, by prepaid registered mall addressed to them at thelir
addresses set forth In the Register.

(b) The Security Trustee makes no representation
or warranty as to the validity, sufficlency or enforceability
of this Security Agqreement, the Notes, the uLoan Agreement or
any instrument included in the Collateral, or as to the value,
title, condition, fitness for use of, or otherwise with respect
to any Equipment or Item of Equipment or any substitute therefor.
The Security Trustee shall not be accountable to anyone for
the use or application of any of the Notes or the proceeds
thereof or for the use or application of any property or the
proceeds thereof which shall be released from the lien and
security interest hereof in accordance with the provisions of
this Security Agreement.



(¢c) The Security Trustee may rely and shall be
protected in acting or refraining from acting upon any
resolution, certificate, statement, instrument, opinion, report,
notlice, request, direction, consent, order, bond, note or other
paper or document believed by it to be genuine and to have been
signed or presented by the proper party or parties,

{d) Any request, direction or authorization by the
Debtor shall be sufficiently evidenced by a request, direction
or authorization in writing, delivered to the Security Trustee,
and signed in the name of the Debtor by its Chairman of the
Board, President, any Vice President, Treasurer or Secretary:
and any resolution of the Board of Directors of the Debtor shall
be sufficlently evidenced by a copy of such resolution certified
by its Secretary or an Assistant Secretary to have been duly
adopted and to be in full force and effect on the date of such
certification, and delivered to the Security Trustee,

(e) whenever in the administration of the trust herein
provided for the Security Trustee shall deem it necessary or
desirable that a matter be proved or established prior to taking,
suffering or omitting any action hereunder, such matter (unless
other evidence in respect thereof be herein specifically
prescribed) may be deemed to be conclusively proved and
established by a certificate purporting to be signed by the
Chairman of the Board, the President, any Vice President, the
Treasurer or the Secretary of the Debtor ana delivered to the
Security Trustee, and such certificate shall be full warrant
to the Security Trustee or any other person for any action taken,
suffered or omitted on the faith thereof, but 1n its discretion
the Security Trustee may accept, in lieu thereof, other evidence
of such fact or matter or may require such further or additional
evidence as it may deem reasonable,

{(f) The Security Trustee may consult with counsel,
appraisers, engineers, accountants and other skiiled persons
to be selected by the Security lrustee, and the written advice
of any thereof within the scope of their respective areas of
expertise shall be full and complete authorization and protection
in respect of any action taken, suffered or omitted by it
hereunder in good faith and in reliance thereon.



(g) The Security Trustee shall be under no obligation
to take any action to protect, preserve or enforce any rights
or interests in the Collateral or to take any actlion towards
the execution or enforcement o0f the trusts hereunder or otherwise
hereunder, whether on its own motion or on the request of any
other person, which in the opinion of the Security Trustee may
involve loss, liablility, or expense, unless the Debtor or one
or more holders of the Notes outstanding shall offer and furnish
reasonable security or indemnity against loss, llability and
expense to the Security Trustee,

(h) The Security Trustee shall not be liable to the
holder of any Note for any action taken or omitted by it in
good faith and believed by it - to be authorized or within the
discretion or rights or powers conferred upon it by this Security
Agreement,

(i) The Security Trustee shall not be bound to make
any investigation into the facts or matters stated in any
resolution, certificate, statement, instrument, opinion, report,
notice, request, direction, consent, order, bond, note or other
paper or document, unless requested in writing to do so by the
holders of not less than a majority in principal amount of the
Notes then outstanding.

(j) The Security Trustee may execute any of the trusts
or powers hereunder or perform any duties hereunder either
directly or by or through agents or attorneys,

(k) The provisions of paragrapns (c) to (3),
inclusive, of this Section 6.03 shall be subject to the
provislons of Section 6.01 hereof.

£.04. Showings Deemed NecesSS3xy Dy Securitv _Irustee.

Notwithstanding anything elsewnere in this Security
Agreement contained, the Security Trustee shall have the right,
but shall not be required, to demand in respect of withdrawal
of any cash, the release of any property, tne subjection of
any after-acguired property to the lien of this Security
Agreement, or any other action whatsoever within the preview
hereof, any showings, certificates, opinions, appraisals or
other information by the Security Trustee deemed necessary or
appropriate in addition to the matters by the terms hereof
required as a condition precedent to such action,
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6.05. Monles Held and Paid by _Securitv Trusteel JlnvestimenLs.

(a) Except as provided in this Section 6.05, any
monies at any time paid to or neld py the Security Trustee
hereunder until paid out by the Security Trustee as herein
provided shall be held in trust for the purpose for which they
were received, and may be deposited by the Security Trustee
under such general conditions as may be prescribed by law in
the Security Trustee's general banking department, and the
Security Trustee shall be under no liability for interest on
any monies received by them hereunder,

(b) Escrow of Note Purchasers' DReposiisi Jpvestments.
So long as, to the knowledge of the Security Trustee, no Event
of Default under the Security Agreement shall have occurred
and be continuing, the Security Trustee shall upon the written
direction of the Debtor, invest and reinvest the funds advanced
by the Lender on the bDeposit Date (the "Escrowed Funds") in
such of the following investments as the Debtor shall specify:

(1) Bonds or other obligations of the United
States which as to principal and interest constitute
direct obligations of the uUnited States of America
or are issued or guaranteed by any person controlled
or supervised by and acting as an instrumentality
of the United States pursuant to authority granted
by the Congress of the United States and for which
the full faith and credit of the United States
Government is pledged to provide for the payment of
principal and interest;

(2) Certificates of deposit issued by commercial
banks which are members of the Federal Reserve System
with capital and surplus of at least $100,000,000,
and which at the time of such investment have, oOr
whose parent companies have, outstanding publicly-
held debt securities rated "A" or better by a
nationally recognized rating service; or

(3) Repurchase agreements fully secured by any
one or more of the obligations referred to in clause
(1) above; in each case of clauses (1) through (3)
maturing in not more than 90 days from the date of
such investment (such investments described in clauses
(1) through (3) being hereinafter called
*Investment(s)").



Upon any sale or payment at maturity of any Investment,
the proceeds thereof, plus any interest received by the Security
Trustee thereon, up to the purchase or investment price
(including accrued interest and earned discount) and any fees,
charges or expenses incurred in connection with such purchase
or investment and the sale or other disposition thereof
(hereinafter referred to as the "Investment Cost") shall be
held by the Security Trustee for application pursuant to this
Section 6.05, the balance, if any, of such proceeds or payment
(plus interest and earned discount) shall, on the Cut=Qff Date
(as hereinafter defined), be remitted to the Debtor, unless
an Event of Default under the Security Agreement shall have
occurred and be continuing. If such proceeds (plus such interest
and earned discount) shall be less than such Investment Cost,
the Debtor will promptly pay to the Security Trustee an amount
equal to such deficiency. Any payment in respect of such
deficiency shall be held and applied by the Security Trustee
in like manner as the proceeds of the sale or redemption of
Investments,

(c) QRisbursement Qf Escrowed Funds on Delivery angd
Closing _Date. On such date during the month of March, 1979

as the Debtor shall designate to the Security Trustee as the
date on which the Equipment is to be delivered and accepted
under the Lease and purchased by the Depbtor (the "Delivery and
Closing Date"), the Security Trustee will, upon evidence
satisfactory to it and Messrs. Chapman and Cutler of compliance
with each of the requirements set forth in Section 3 of the
Loan Agreement:

(1) disburse the Escrowed Funds for payment
to the Debtor pursuant to the Loan Agreement, an amount
equal to BOX of the Lessor's Cost of such Items of
Equipment;

(2) 1f such moneys then on deposit as Escrowed
Funds are insufficient to make the payments provided
for in clause (1) above, promptly upon receipt of
notice of the Delivery and Closing Date, sell such
portion of the Investments as may be necessary in
order to provide sufficlent funds for such payment
and use the funds so derived together with interest
recelved on any Investment and any deficiency paid
by the Debtor as contemplated by Section 6.05(b) and
held by the Security Trustee, to make such payments
as are provided in clause (1) above; and
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(3) 1if such moneys then on deposit as Escrowed
Funds are greater than the amount necessary to make
the payments provided for in clause (1) above, the
Security Trustee will, five business days immediately
preceding the Delivery and Closing Date (1) notify
the Lender of such excess, and (i1) distribute such
excess on the Delivery and Closing Date to the Lender
as a prepayment on the Note, without premium, in the
manner provided in Section 1,04 of this Security
Agreement, At the request of the Lender and upon
surrender to the Debtor on the Delivery and Closing
Date of the Note issued on the Deposit Date, the Debtor
will issue and deliver a new Note, identical in all
respects to said surrendered Note, but reflecting
a principal amount and installments due and payable
thereon and the due dates thereof revised after glving
effect to such prepayment and the date of occurrence
of the Delivery and Closing Date,

(da) geturpn of Fupds _on Cut=Q0ff Date. If no Delivery
and Closing Date has occurred on or prior to March 31, 1979,
then the Security Trustee will, five business days immediately
preceding March 31, 1979 (the "Cut=0ff Date") (i) notify the
Lender that no Delivery and Closing Date has been or will be
designated by tne Debtor on or prior to the Cut-0Off Date and,
accordingly, that the Escrowed Funds will be returned to the
Lender, and (ii) distribute the entire amount of the Escrowed
Funds to the Lender on the Cut=0ff Date as a prepayment in full
on the Note, without premium,

£.06. BResigpation of Securify Irustes.

The Security Trustee may resign and be discharged of
the trusts hereby created by mailing notice specifying the date
when such resignation shall take effect to the Debtor and to
the holders of the Notes &t their addresses set forth in the
Register. Such resignation shall take eftect on the date
specified in such notice (being not less than thirty days after
the maliling of such notice) unless previously a successor
security trustee shall have been appointed as hereinafter
provided, in which event such resignation shall take effect
immediately upon the appointment of such successor.
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£.07. Remoyval.of Security Jrustee.

The Security Trustee may be removed by an instrument
or concurrent instruments in writing signed and acknowledged
by the holders of a majority in principal amount of the Notes
and delivered to the Security Trustee and to the Debtor.

£.08. Sucgessor Securiiy Trusfee.

Each security trustee appointed in succession of the
Security Trustee named in this Security Agreement, or its
successor in the trust, shall be a trust company ¢r banking
corporation having an office in the City of Chicago, Illinois,
in good standing and having a capital and surplus aggregating
at least $50,000,000 if there be such a trust company or banking
corporation qualitied, able and willing to accept the trust
upon reasonable or customary terms.,

£.09. Appointment._of Successor.Security ITrustee.

In case at any time the Security Trustee shall resign
or be.removed or become incapable of acting, a successor security
trustee may be appointed by the holders of a majority in
aggregate principal amount of the Notes at the time outstanding,
by an instrument or instruments in writing executed by such
holders and filed with such successor security trustee,

Until a successor securlty trustee shall be so appointed
by the holders of the Notes, a successor security trustee may
be appointed by the Debtor by an instrument in writing executed
by the bebtor and delivered to the successor security trustee,
or upon application of the retiring security trustee, by any
court of competent jurisdiction. Any successor security trustee
appointed pursuant to this paragraph shall immediately and
without further act be superseded by a successor security trustee
appointed by the holders of a majority in aggregate principal
amount of tne Notes then outstanding.

£.10. Merger.or.Conselidation_of Securitv _Irysiee.

Any company into which the Security Trustee, or any
syccessor to it in the trust created by thils Security Agreement,
may be merged or converted or with which it or any successor
to it may be consolidated or any company resulting from any
merger or consolidation to which the Security Trustee or any
successor to it shall be a party (provided such company shall
be a8 corporation organized under the laws of the State of
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Illinols or of the United States of America, having a capital
and surplus of at least $50,000,000), shall be the successor
to the Security Trustee under this Security Agreement without
the execution or £1ling of any paper or any further act on the
part of any of the parties hereto, The Debtor covenants that
in case of any such merger, consolidation or conversion it will,
upon the request of the merged, consolidated or converted
corporation, execute, acknowledge and cause to be recorded or
filed suitable instruments in writing to confirm the estates,
rights and interests of such corporation as security trustee
under this Security Agreement,

8.11. Convevange Upgn Reguyest _of Successor.decurity Irusiee.

Should any deed, conveyance or instrument in writing
from the Debtor be required by any successor security trustee
for more fully and certainly vesting in and contirming to such
new security trustee such estates, rights, powers and dutlies,
then upon request any and all such deeds, conveyances and
instruments in writing shall be made, executed, acknowledged
and delivered, and shall be caused to be recorded and/or filed,
by the Debtor,

f.12. Accepiance of Appointmeni by _Successor.

Any new securlity trustee appointed pursuant to any
of the provisions hereof shall execute, acknowledge and deliver
to the Debtor an instrument accepting such appointment; and
thereupon such new security trustee, without any further act,
deed or conveyance, shall become vested with all the estates,
properties, rights, powers and trusts of its predecessor in
tne rights hereunder with like effect as if originally named
as security trustee hereinj but nevertheless, upon the written
request of the Debtor or of the successor security trustee,
the security trustee ceasing to act shall execute and deliver
an instrument transferring to such successor security trustee,
upon the trusts herein expressed, all the estates, properties,
rights, powers and trusts ot the security trustee so ceasing
to act, and shall duly assign, transfer and deliver any of the
property and monies held by such security trustee to the
successor securjity trustee so appointed in its or his place,

8.13. CLQ=lrustess.
At any time, for the purpose of meeting any legal

requirements of any jurisdiction in which any part of the
Collateral may at the time be located, the Debtor and the



Security Trustee jointly shall have the power and shall execute
and deliver all instruments, to appoint one or more persons
approved by the Security Trustee, to act as co=trustee, or co-
trustees, of all or any part of the Collateral, and to vest
into such person or persons, in such capacity, such title to
the Collateral or any part thereof, and such rights, powers,
duties, trusts or obligations as the Debtor and the Security
Trustee may consider necessary or desirable, 1If the Debtor
shall not have joined in such appointment within 15 days after
the receipt by it of a request so to do, or in case an Event
of Default shall have occurred and be continuing, the Security
Trustee alone shall have the power to make such appointment,

SECTION 7. SUPPLEMENIAL INDENIURES: WAIVERS.
1.01. supplemental Indentures Without Noteholders' Copsent.

The Debtor and the Security Trustee from time to time
and at any time subject to the restrictions in this Security
Agreement contained, may enter into an indenture or indentures
supplemental hereto and which thereafter shall form a part hereof
for any one or more or all of the following purposes:

(a) to add to the covenants and agreements to be
observed by, and to surrender any right or power reserved to
or conferred upon, the Debtor;

(b) to subject to the security interest of this
Security Agreement additional property hereafter acquired by
the Debtor and intended to be subjected to the security interest
of this Security Agreement, and to correct and amplify the
description of any property subject to the security interest
of this Security Agreement;

(c) to permit the qualification of this Security
Agreement under tne Trust Indenture Act of 1939, as amended,
or any similar Federal Statute hereafter in effect, except that
nothing herein contained shall permit or authorize the inclusion
of the provisions referred to in Section 316(a)(2) of said Trust
Indenture Act of 1939 or any corresponding provision in any
similar Federal statute hereafter in effect; or
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(d) for any other purpose not inconsistent with the
terms of this Security Agreement, or to cure any ambiguity or
cure, correct or supplement any defect or inconsistent provisions
of this Security Agreement or any supplement;

and the Debtor covenants to perform all requirements of any

such supplemental indenture, No restriction or obligation imposed
upon the Debtor may, except as otherwise provided in this
Security Agreement, be waived or modified by such supplemental
indentures, or otherwise,

1a02. Malvers angd Copsents bv _Noteholders: Supplemental
Indentures with Noteholders' Copsent.

Upon the walver or consent of the holders of at least
66=2/3% 1n aggregate principal amount of the Notes (a) the Debtor
may take any action pronibited or omit the taking of any action
required, by any of the provisions of this Security Agreement
or any indenture supplemental hereto, or (b) the Debtor and
the Security Trustee may enter into an indenture or indentures
supplemental hereto for the purpose of adding, changing or
eliminating any provisions of this Security Agreement or of
any indenture supplemental hereto or modifying in any manner
the rights and obligations of the holders of the Notes and the
Debtor; provided, that no such walver or supplemental indenture
shall (i) extend the time of payment (including any requirea
prepayment) of the principal of or the interest and premium,
if any, on any Note or reduce the principal amount thereof or
change the rate of interest thereon, (1i) permit the creation
of any lien or security interest with respect to any of the
Collateral, without the consent of the holders of all the Notes
at the time outstanding, (iii) effect the deprivation of the
holder of any Note of the benefit of the security interest of
this Security Agreement upon all or any part of the Collateral
without the consent of such holder, (iv) reduce the aforesaid
percentage of the aggregate principal amount of the Notes, the
holders of which are required to consent to any such waiver
or supplemental Indenture pursuant to this Section, without
the consent of the holders of all of the Notes at the time
outstanding, or (v) modify the rights, duties or immunities
of the Security Trustee, without the consent of the holders
of all of the Notes at the time outstanding,



21.03. Notice of Supplemental Indeptures.

Promptly atter the execution by the Debtor and the
Security Trustee of any supplemental indenture or agreement
pursuant to the provisions of Secticn 7,01 or 7.02 hereof, the
Security Trustee shall give written notice, setting forth in
general terms the substance of such supplemental indenture,
together with a conformed copy thereof, malled, first=class,
postage prepaid to each holder of the Notes and at the address
set forth in the Register. Any fallure of the Security Trustee
to give such notice, or any defect therein, shall not, however,
in any way impair or affect the validity of such supplemental
indenture or agreement,

SECTION 8. JINTERPRETATION QF THIS AGREEMENT.
8.01. lerms.Refloed.

As used in this Security Agreement, the following terms
have the following respective meanings:

(a) The term "Affilliate" shall mean a Person (1)
which directly or indirectly through one or more intermediaries
controls, or is controlled by, or 1s under common control with,
the Company, (2) which beneficially owns or holds 5% or more
of any class of the Voting Stock of the Company or (3) 5% or
more of the Voting Stock (or in the case of a8 Person which is
not a corporation, 5X or more of the equity interest) of which
is beneficially owned or held by the Company or a Subsidiary.
The term "control" means the possession, directly or indirectly,
of the power to direct or cause the direction of the management
and policies of a Person, whether through the ownership of voting
securities, by contract or otherwise,

(b) The term "Casualtv.Qccurrence" shall have the
meaning specified in Section 11.2 of the Lease.

(c) The term "Casualtyv Valuye" shall have the meaning
specified In Section 11.6 of the Lease,

(d) The term "Cgllateral" is defined in the Granting
Clauses hereof,
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(e) The term "Defaylt" shall mean any event which
would constitute an Event of Default if any requirement in
connection therewith for the giving of notice, or the lapse
of time, or the happening of any further condition, event or
action has been satisfled.

(f) The term "Delivery and Closing Date" is defined
in Section 6.05(¢) hereof.

(g) The term "Deposit pDate” is defined in Recital
B hereof,.

(h) The term "Egujipmeni" or Jltems._or Egujpment" shall
mean the railroad rolling stock described in Schedula A hereto,
together with any accessories, equipment, parts and appurtenances,
whether now onwed or hereafter acquired. "Jtenp" or
"Item of Egdulpment"” shall mean any one of said Items of
Equipment,

(i) The term "Escrowed Fupds" is defined in Section
6.05(b) hereot.

(j) The term "Event _Qf Default" is defined In Section
5.01 hereof,

(k) The term "Eixed_Rental" shall have the meaning
specified in Section 2.1 of tne Lease,

(1) The term "]lndebtedpgss _Hereby Secured" shall
mean the Notes and all principal thereof and interest (and
premium, if any) thereon and all additional amounts and other
sums at any time due and owing from or required to be paid by
the Debtor under the terms of the Notes, this Security Agreement
or the Loan Agreement.

(m) The term "Lease" shall mean the Equipment Lease
dated as of September 30, 1978 between the Debtor, as lessor,
and Northern lnalana Public Service Company, an Indiana
corporation, as lessee, substantially in the form attached hereto
as Exhibit 2.

(n) The term "Lender" shall mean New England Mutual
Life Insurance Company, as the lender under the Loan Agreement,



proceedings and the non=pavment thereof does not adversely affect
the right, title and interest of the Security Trustee and (iii)
the right, title and interest of the Security Trustee under

this Security Agreement.

(w) The term "Persan" shall mean an individuel,
partnership, corporation, trust or unincorporated organization,
and a government or agency or political subdivision thereof.

(x) The term "Prgopertv" shall mean any interest in
any kind of property or asset, whether real, personal or mixed,
or tangible or intangible.,

(y) The term "Rentals" shall mean, for any Item of
Equipment, the Fixed Rentals and Supplemental Rentals payable
for such Item pursuant to the Lease, and for all [tems of
Egquipment all such Fixed Kentals and Supplemental Rentals payable
for the Equipment,

(z) The terms "Security" or "Securities" shall have
the same meaning as in Section 2(1) of the Security Act of 1933,

as amended,

(aa) The term "Syusidlarvy" of a corporation shall
mean any other corporation of which such corporation owns more
than 50X of the Voting Stock.

(bb) The term "Sypplemental Rentals" shall mean all
amounts, liabilities and obligations which the Lessee assumes

or agrees to pay under the Lease including without limitation
insurance payments, 1f any, and payments of Casualty Value,
but excluding Fixed Rentals.,

(cc) The term "Yotlpg_Stock" shall mean securities
of any class or classes of a corporation the nolders of wnhich
are ordinarily, in the absence of contingencies, entitled to
elect a majority of the corporate directors (or Persons
performing similar functions),

8.02. Accoupntipg Pripciples.

where the character or amount of any asset or liability
or item of income or expense is required to be determined or
any consolidation or other accounting computation is required
to be made for the purposes of this Security Agreement, this
shall be done In accordance with generally accepted accounting
principles at the time in effect, to the extent applicable,



except where such principles are inconsistent with the
requirements of this Agreement,

8.03. Directlv or lpdirectly.

Where any provision of this Security Agreement refers
to action to be taken by any Person or which such Person is
prohibited from taking, such provisions shall be applicable
whether such action is taken directly or indirectly by such
Person.

8.04. Goverpning Law.

This Security Agreement and the Notes shall be governed
by and construed in accordance with Illinois law.

SECTION 2. MISCELLANEQUS.
9.01. Successors and Assigns.

Whenever any of the parties hereto is referred to such
reference shall be deemed to iInclude the successors and assigns
of such party; and all the covenants, premises and agreements
in this Security Agreement contained by or on behalf of the
Debtor or by or on behalf of the Security Trustee, shall bind
and inure to the benefit of the respective successors and assigns
0f such parties whether so expressed or not.

9.02. Rartial Invalidity.

The unenforceability or invalidity of any provision
or provisions of this Security Agreement shall not render any
other provision or provisions herein contained unenforceable
or invalid.

2.03. Commupications.

All communications provided for herein shall be in
writinq and shall be deemed to have been given (unless otherwise
required by the specific provisions hereof in respect of any
matter) when delivered personally or when deposited in the united
States mail, certified mail, postage prepaid, addressed as
follows:

If to the Debtor: No. 7 Rail Car Leasing Company
P.0. Box 218
Chicago Heights, Illinois 60411
Attn: Vice President =~ Finance

2d(Q=-



If to the Security Continental Illinois National Bank
Trustee: and Trust Company of Chicago,
as Trustee
231 South LaSalle Street
Chicago, 1llinois 60693
Attn: Corporate Trust Department

or to the Debtor or tne Security Trustee at such other address

as tne Debtor or the Security Trustee may designate by notice
duly given in accordance with this Section to the other parties.
Communications to the holder of a Note shall be deemed to have
been given (unless otherwise provided for by the specific
provisions hereof in respect of any matter) when delivered
personally or when deposited in the United States mail, certified
mail, postage prepaid, addressed to such holder at its address
set forth in the Register.

2.04. BRelease.

The Security Trustee shall release this Security
Agreement and the security interest granted hereby by proper
{instrument or instruments upon presentation of satisfactory
evidence that all Indebtedness Hereby Secured has been fully
paid or discharged, When to the knowledge 0f the Security
Trustee the Indebtedness Hereby Secured shall have been pald
in full, it shall advise the Lessee that the assignment of the
Lease as security hereunder is of no further force and effect,

2.05. CQoupnterparts.

This Security Agreement may be executed, acknowledged
and delivered in any number of counterparts, each of such
counterparts constituting an original but all together only
one Security Agreement,

2.06. Headipngs and Taple_of _cConltents.

Any headings or captions preceding the text of the
several sections hereof and the Table of Contents are intended
solely for convenience of reference and shall not constitute
a part of this Security Agreement nor shall they affect its
meaning, construction or effect,



9.01. Effective Date.

This Security Agreement 1is dated as of the date
designated in the initial paragraph hereof for convenience of
identifjication and has been executed by the Debtor on the date
shown {in the acknowledgement attached hereto, but is delivered
by the Debtor to the Security Trustee and becomes effective
on the date of issuance of the Notes to the Lender.

IN WITNESS WHEREOF, the Debtor has caused this Security
Agreement to be executed and the Security Trustee, in evidence
0of its acceptance of the trusts hereby created, has caused this
Security Agreement to be executed on its behalf by one of its
trust officers ana its corporate seal to be hereunto affixed,
and sald seal and tnhis Security Agreement to be attested by
one of its Assistant Secretaries, all as of the day and vear
first above written,

NO. 7 RAIL CAR LEASING COMPANY

{CORPORATE SEAL] By </f§?%2£%4éé£%éﬁéé~\~=_

Its Vice President —~ %y ey

T\ Nk —
ﬁ 5 T DEBTOR

/KS§§. Secretary

CONTINENTAL ILLINOIS NATIONAL BANK
AND TRUST COMPANY OF CHICAGO,
as lrustee

{CORPORATE SEAL] By

Its Vice President
ATTEST:

SECURITY TRUSTEE

Trust Officer



STATE OF ILLINOIS )
)SS
COUNTY OF COOK )

on tnisq&izztday of,/ﬁ%ﬁézzwd%%/197e, bié@éﬁy?f@” gZ%&ZZ/'
personally appeared Stanley D, Christianson and /. ;xux/
to me personally known, who being by me duly swéfn, say that

they are, respectively, Vice President and e 0 __ Secretary

of NO. 7 RAIL CAR LEASING COMPANY, that one of the seals affixed

to the foregoing instrument is the corporate seal of said
corporation, that said instrument was signed and sealed on behalf

of said corporation by authority of its Board of Directors;

and they acknowledged that the execution of the foregoing

instrument was the free act and deed of saild corporation,

C:><ﬁzz%/w4g/22%? Aéé;aﬁf;k

Notary Public

[SEAL]

/ CX/
My Commission Expires: gé/ﬂAiauk?L/h {9

4

STATE OF ILLINOIS )
}SS
COUNTY OF COOK )

Oon this day of __ sy 1978, before me
personally appeared and ’
to me personally known, who being by me duly sworn, say that
they are, respectively, Vice President and 1Trust Officer of
CONTINENTAL ILLINOIS NATIONAL BANK AND TRUST COMPANY OF CHICAGO,
as Trustee, that one of the seals affixed to the foregoing
Instrument is the corporate seal of said corporation, that said
instrument was slgned and sealed on behalf o0f said corporation
by authority of its Board of Directors; and they acknowledged
that the execution of the foregoing iInstrument was the free
act and deed of said corporation.

Notary Public
{SEAL}

My Commission Expires:



RESCBIRTION OF EQUIRMENT

DESCRIPTION: 110 Four Thousand Cubic Foot
100=-Ton Capacity Unit Train
Gondola Cars

MANUFACTURER: Thrall Car Manufacturing Company

IDENTIFICATION MARKS AND
NUMBERS (BOTH INCLUSIVE: NORX922 Through NORX1031, both
inclusive

SCHEDULE A
(to Security Agreement=Trust Deed)



NO. 7 RAIL CAR LEASING COMPANY

9=5/8X SECURED NOTE

No. R-

$ y 19

FOR VALUE RECEIVED, the undersigned, NO, 7 RAIL CAR
LEASING COMPANY, an Illinols corporation (the "Company"),
promises to pay to

NEW ENGLAND MUTUAL LIFE INSURANCE COMPANY
or registered assigns, the princival amount of

together with interest from the date hereof until maturity on
the principal balance from time to time remaining unpaid hereon
at the rate of nine and five~elighths per cent (9-5/8X%) per annum
(computed on the basis of a 360=day year of 12 consecutive 30~
day months) in installments as follows:

(1) one installment of interest only
for the period from and including the date
hereof to, but not including, the earlier
to occur of (x) the Delivery and Closing
Date, or (y) the Cut-0ff Date (as such terms
are defined in the Security Agreement
referred to below); and

(1ii) 179 equal consecutive
installments, including both principal and
interest, each in the amount of §
the first sucn installment to be paid one
month following the installment of interest
only referred to in clause (1) above and
the remaining such installments to be payable
at monthly intervals thereafter; and

EXHIBIT 1§
(to Security Agreement-Trust Deed)



Trustee and is transferable only by surrender thereof at the
principal office of the Security Trustee duly endorsed or
accompanied by a written instrument of transfer duly executed
by the registered holder of this Note or his attorney duly
authorized in writing, Payment of or on account of principal,
premium, if any, and interest on this Note shall be made only
to or upon the order in writing of the registered holder.

This Note and any other Note outstanding under the
Security Agreement may be declared due prior to its and their
expressed maturity date all in the events, on the terms and
in the manner provided for in the Security Agreement, Certain
prepayments are required to bpe made hereon on the terms and
in the manner provided for in the Security Agreement,

NO. 7 RAIL CAR LEASING COMPANY

8y

Its Vice President

This 1s one of tne Notes referred to in the within
mentioned Security Agreement.

bated:

CONTINENTAL ILLINQIS NATIONAL
BANK AND TRUST COMPANY OF
CHICAGO, as Trustee

By

Authorized Officer

THIS NOTE HAS NOT BEEN REGISTERED PURSUANT TO THE
SECURITIES ACT OF 1933, AS AMENDEL, OR THE SECURITIES LAW OF
ANY STATE, AND MAY BE OFFERED OR SOLD ONLY IF SO REGISTERED
OR IF AN EXEMPTION FROM SUCH REGISTRATION IS AVAILABLE,
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SECURITY AGREEMENT=TRUST DEED

pated as of September 30, 1978

FROM

NO. 7 RAIL CAR LEASING COMPANY

Debtor

CONTINENTAL ILLINOIS NATIONAL BANK
AND TRUST COMPANY OF CHICAGO,
as Trustee

Secured Party

Relating to

$3,200,000 9-5/8%X Secured Notes
Due 1979«1994
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SECURITY AGREEMENT=TRUST DEED ("Security Agreement")
dated as of September 30, 1978 from NO. 7 RAIL CAR LEASING
COMPANY, an Illinols corporation, having a Post Office address
at P, O, Box 218, Chicago Helights, Illinois 60411 (the
"Debtor"), to CONTINENTAL ILLINOIS NATIONAL BANK AND TRUST
COMPANY OF CHICAGO, a national banking association, having a
Post Office address at 231 South LaSalle Street, Chicago,
Illinols 60693, as Trustee (the "Security Trustee™),

RECITALS:

4 A. The defined terms used in tnis Security Agreement
shall have the respective meanings indicated in Section 8,01
unless elsewhere defined or the context shall otherwise require.

B. The Debtor and the Lender have entered into a
Loan Agreement dated as of September 30, 1978 (the "Loan
Agreement") providing for the commitment of the Lender to make
a loan to the Debtor on a date during the month of December,
1978 designated by the Debtor by not less than flve business
days' prior written notice (the "Deposit Date") not exceeding
$3,200,000 in aggregate principal amount to be evidenced by
the 9-5/8% Secured Notes (the "Notes") of the Debtor described
in Section 1 hereof.

C. All of the reguirements of law have been fully
complied with and all other acts and things necessary to make
this Security Agreement a valid, binding and legal instrument
for the security of the Notes have been done and performed,

NOW, THEREFORE, the Deptor in consideration of the
premises and of the sum of Ten Dollars received by the Debtor
from the Security Trustee and other good and valuable
consideration, receipt whereof is hereby acknowledged, and in
order to secure the payment of the principal of and interest
on the Notes according to their tenor and effect, and to secure
the payment of all other Indebtedness Hereby Secured and the
performance and observance of all covenants and conditions in
the Notes and in this Security Agreement and in the Loan
Agreement contained, does hereby convey, warrant, mortgage,
assign, pledge and grant to the Security Trustee, its successors
in trust and assigns, a security interest in all and singular
of the Deptor's right, title and interest in, all and singular,
the following described propertiesy, rights, interests and
privileges (hereinafter collectively referred to as the
"Collateral®):



RIVISION I

The Items of Equipment described in Schedule A attached
hereto and made a part hereof, together with all accessories,
equipment, parts and appurtenances whether now owned or hereafter
acquired, and all substitutions, renewals or replacements ot
and additions, improvements, accessions and accumulations to
any and all of said Items of Equipment, together with all the
rents, issues, income, profits and avalls therefrom.

RIVISION II

All right, title, interest, claims and demands of the
Debtor, as lessor otherwise, in, under and to tne Lease and
all Rentals due and to become due thereunder, including any
and all extensions or renewals thereof insofar as the same cover
or relate to the Equipment; it being the intent and purpose
hereof that the assignment and transfer to the Security Trustee
of said Rentals due and to pecome due under the Lease shall
be effective and operative immediately and shall continue in
full force and effect and the Security Trustee shall have the
right .to collect and receive said Rentals for application in
accordance with the provisions of Section 4 hereof at all times
during the period from and after the date of this Security
Agreement until the Indebtedness Hereby Secured has been fully
pald and discharged,

RIVISIQN JII

All property of any kind that may hereafter be conveyeda
by the Debtor, or by anyone on its behalf and with its consent,
to the Security Trustee as Trustee hereunder including, without
limitation, the Escrowed Funds referred to in Section 6,05
hereof, the Security Trustee being hereby authorized to receive
any property so conveyed and to hold it as additional security
hereunder, subject to all provisions hereof not inconsistent
with the terms of such conveyance,

The Security Trustee, its successors in trust and
assigns shall have and hold the Collateral forever; IN TRUST
NEVERTHELESS, upon the terms and trusts herein set forth, for
the egual and proportionate benefit, security and protection
0of all present and future holders of the Notes outstanding under
the Loan Agreement from and after the issuance of the Notes,
without prefterence, priority or distinction of any Note over
any other Note by reason of priority at the time of issue, sale,
negotjiation, date of maturity thereof or otherwise or any cause



whatsoever; provided, always, however, that such security
interest is granted upon the express condition that if the Debtor
shall pay or cause to be paid all the Indebtedness Hereby Secured
and shall observe, keep and perform all the terms and conditions,
covenants and agreements nherein and in the Loan Agreements and
the Notes contained, then these presents and the estate hereby
granted and conveyed shall cease and this Security Agreement
shall become null and void; otherwise to remain in full force

angd effect,

SECTION 1. ZIdE_NOIESI REGISIRAIIQNI TIRANSFERS._EIC.
1.01. ZIhe Noles.

The Notes shall be limited to $3,200,000 in aggregate
principal amount, shall be dated the date of issue, shall bear
interest at the rate of 9~5/8% per annum prior to maturity
(computed on the basis of a 360-day vear of twelve 30-=day
months), shall be expressed to mature in one installment of
interest only at a rate equal to 9-5/8% per annum for the period
from and including the Deposit Date to, but not including, the
Delivery and Closing Date, payable on the Delivery and Closing
pate, followed by 179 equal consecutive installments of principal
and interest payable monthly on the same day of each and every
month following the Delivery and Closing Date with a final
installment payable 15 years following the Delivery and Closing
Date, 1f not sooner paid, in an amount equal to the entire
balance of principal and interest remaining unpaid as of said
date (each such payment date being hereinafter referred to as
a "pPayment Date"), and shall be otherwise substantially in the
form attached hereto as Exhibit 1. /

1.02. Application of Pavments.

All monthly installment payments reguired to bhe made
on the Notes shall be first applied to the payment of interest
on the principal amount from time to time outstanding on the
Notes and the remainder to the reduction of the principal balance
thereof, Any prepayment of principal on the Notes shall be
applied to the reduction of principal then remaining unpaid,
but any such additional payment shall not relieve or discharge
the Company from liability for making the payment on the next
succeeding Payment Date or Payment Dates thereafter as herein
provided, nor reduce the amount of such installment except as
hereinafter provided in Section 4,02(c) hereof,



1.03. BRegistration. Iransfer 3nd_Exchange Qf NoLes.

(a) The Debtor shall cause to be kept at the corporate
trust office of the Security Trustee a register for the
registration and registration of the transfer of the Notes (the
"Register") and, upon presentation at such office for such
purpose, the Deptor will, under such reasonable regulations
as it may prescribe, cause to be registered or transferred
thereon Notes as nerein provided. The Debtor hereby appoints
the Security Trustee its Note Registrar to register Notes and
to register the transfer of Notes as herein provided,

(b) Whenever any Note shall be surrendered for
transfer at the corporate trust office of the Security Trustee,
together with a written instrument of transfer, in form approved
by the Security Trustee, duly executed by the registered owner,
or by his attorney authorized in writing, the Debtor shall
execute, and the Security Trustee shall authenticate and deililiver
in exchange therefor, a new Note or Notes of the same maturity
for the same aggregate unpald principal amount, All Notes so
surrendered shall be promptly cancelled by the Security Trustee,

(c) The holder of any Note outstanding hereunder
may surrender the same to be exchanged for Notes of different
denominations. Upon cancellation of the surrendered Note, the
Debtor shall execute and the Security Trustee shall register,
authenticate and deliver in exchange therefor a like aggregate
original principal amount of Notes of the same maturity date
in the denomination of Fifty Thousand Dollars ($50,000) each
or any multiple thereof except that any principal amount of
such surrendered Note in excess of a multiple of Fifty Thousand
Dollars ($50,000) shall be evidences by a Note in principal
amount egual to such excess, provided, however, any Notes so
delivered in exchange may be in any denominations approved by
the Debtor,

1.04. PBayment_of_the Notes.

(a) The principal of, premium, if any, and interest
on the Notes shall be payable at the principal corporate trust
office of the Security Trustee, in lawful money of the United
States of America, Payment of principal and interest on the
Notes shall be made only upon presentation of such Notes to
the Security Trustee for notation thereon of the amount of such
payment,



{b) nNotwithstanding the foregoing provisions of
paragraph (a) of this Section 1.04, 1f any Note {s registered
in the name of the Lender or a nominee thereof, or registered
in the name 0f any subsequent holder named in a written notice
from the Debtor to the Security Trustee and stating that the
provisions of this paragraph shall epply, the Security Trustee
shall make payment of interest on such Notes and shall make
payments or prepayments (except in the case 0of a payment or
prepayment whicn will discharge all indebtedness of the Debtor
evidenced by such Note) of the principal thereof, and any
premium, by check, duly mailed, by first=-class mail, postage
prepaid, or delivered to such holder at its address appearing
on the register referred to in Section 1.03(a) hereof and such
holder (or the person for whom such holder is a nominee) will,
before selling, transferring or otherwise disposing of such
Note, present such Note to the Security Trustee for transfer
as provided in Section 1,03 hereof. All payments so made shall
be valid and effectual to satisfy and discharge the liability
upon such Note to the extent of the sums so paid, The Security
Trustee 1s authorized to act in accordance with the foregoing
provisions and shall not be liable or responsible to any such
holder or to the Debtor or to any other Person for any act or
omission on the part of the Debtor or such holder in connection
therewith.

{c) So long as any Note is registered in the name
of the Lender or a nominee thereof, the Security Trustee will,
upon written notice from the Lender or its nominee given not
less than 20 days prior to the payment or prepayment of the
Notes, cause all subseguent payments and prepayments o0f the
principal of, and interest and premium, if any, on the Notes
registered in the name of such Lender or its nominee to be made
to any bank in the continental United States as shall be
specified in such notice by wire transfer to such bank {in
immediately available Federal Reserve funds on each such date
such payment or prepayment is due; provided, however, that the
Security Trustee will (unless and until the Security Trustee
has received other instructions from the Lender by notice given
in accordance with this Section) without the notice required
by this paragraph (¢) make all such payments or prepayments
of the principal of, and interest and premium, if any, on the
Notes registered in the name of the Lender or a nominee thereof
by wire transfer in the manner aforesaid to the bank account

designated for the Lender on page { of the Loan Agreement, marked

for attention as indicated.



1.053. Bersons._peened 04ners.

The Debtor and the Security Trustee may treat the Person
in whose name any Note shall be registered upon the books of
the Security Trustee as the absolute owner of such Note for
the purpose of receliving payment of or on account of the
principal of and interest on such Note and for all other
purposes, whether or not such Note shall be overdue; and all
such payments so made to any such registered owner or upon his
order shall be valid and effectual to satisfy and discharge
the liability upon such Note to the extent o0f the sum or sums
so paid, and neither the Debtor nor the Security Trustee shall
be affected by any notice to the contrary.

1.08. Charges or EXchanges.

Any exchange or transfer of Notes shall be made at
the Debtor's own expense,

l.07. ummmmn:nmamunwmmmss .

(a) The Notes shall be executed on behalf of the
Debtor by its President or a vice President, under 1its corporate
seal attested by its Secretary or an Assistant Secretary, or
by such other form of execution as may be prescribed by a
resolution of its Board of Directors.

(b) The Notes when executed shall be delivered to
the Security Trustee for authentication; and the Security Trustee
shall authenticate and deliver said Notes as in this Security
Agreement provided and not otherwise, Only such Notes as shall
bear thereon a certificate of authentication substantially in
the form and text set forth in Exhibit 1 attached hereto,
executed by the Security Trustee, shall be secured by this
Security Agreement or be entitled to any lien, right or benefit
hereunder; and such authentication by the Security Trustee upon
any Note shall be conclusive evidence that such Note has been
duly authenticated and delivered nereunder,

1.08. Mutilared. Lost.. Stolen_and Destroved Notes.

(a) A mutilated Note may be surrendered to the Debtor
or the Security Trustee and thereupon the Debtor shall execute
and the Security Trustee shall register, authenticate and deliver
in exchange therefor a new Note of like tenor and principal
amount, The Security Trustee shall cancel the mutilated Note,



(b) 1If there be delivered to the Debtor and to the
Security 1lrustee such security or indemnity as may be required
to save each of them harmless, then 1in the absence of notice
to the Debtor or the Security Trustee that such Note has been
acquired by a bona fide purchaser, the Debtor shall execute
and upon its request, the Security Trustee shall register,
authenticate and deliver in lieu of any such destroyed, lost
or stolen Note, a8 new Note of like tenor and principal amount,
If the holder of any such lost, stolen or destroyed Note is
an institutional investor, then such holder's own agreement
of indemnity shall be deemed to be satisfactory.

(c) 1If any such mutilated, lost, stolen or destroyed
Note shall have matured or will mature not more than 10 days
thereafter, instead of issuing a substitute Note, the Debtor,
with the consent of the Security frustee, may pay the same,
Any new Note issued under this Section in lieu of any Note
alleged to have been lost, stolen or destroyed shall constitute
an additional original contractual obligation of the Debtor
whether or not the Note alleged to have been lost, stolen or
destroyed shall be at any time enforceable by anyone; and such
new Note shall pe entitled to the lien, security and benefits
of this Security Agreement equally and ratably with all other
Notes hereby secured, The Deptor and the Security Trustee,
in their discretion, may place upon any such new Note a legend,
but such legend shall in nowise affect the validity of such
Note. The Debtor may at its option require the payment of a
sum sufficient to reimburse it for any stamp tax or other
governmental charge in connection with the issuance of any such
new Note,

(d) Any Note in l1lieu of which another Note has been
authenticated and delivered as permitted in Section 1,08(b)
shall not be treated as an indebtedness for any purpose hereunder
and the Debtor shall not be required to pay or provide for
payment of same unless prior to satisfaction and discharge of
this Security Agreement, such Note has been presented to the
Security Trustee with a claim of ownership and enforceability
by the person possessing such Note and the enforceability of
such Note, if contested by the Debtor, has been determined in
favor of such person by a court of competent jurisdiction.



1.09. (Cancellation.

All Notes when fully paid as to principal and interest
shall be surrendered to tne Security Trustee and promptly
cancelled, and a certificate of such cancellation shall be
delivered to the Debtor. No Notes shall be authenticated in
lieu of cancelled Notes or in exchange therefor except as
permitted by this Security Agreement,

SECTION 2. CQVENANIS AND_WARRANIIES QFE _IHE DREBIOQR.

The Debtor covenants, warrants and agrees as follows:

2.91. QDeptor’s Dutijes.

The Debtor covenants and agrees well and truly to
perform, abide by and to be governed and restricted by each
and all of the terms, provisions, restrictions, covenants and
agreements set forth in the Loan Agreement, and in each and
every supplement thereto or amendment thereof which may at any
time or from time to time be executed and delivered by the
parties thereto or their successors and assigns, to the same
extent as thougn each and all of said terms, provisions,
restrictions, covenants and agreements were fully set out herelin
and as though any amendment or supplement to the Loan Agreement
were fully set out in an amendment or supplement to this Security
Agreement,

2.02. darrapntv of Title.

The Debtor owns and is possessed of the Equipment free
of all Liens other than Permitted Encumbrances, and owns and
is possessed of the Collateral other than the Equipment free
of all Liens, and has full power and lawful authority to grant
a security interest in, assign, transfer, deliver and pledge
the Collateral. As long as any Notes are outstanding hereunder,
the Debtor will not subject the Collateral to any Lien. The
Debtor hereby does and will forever warrant and defend the title
to the Collateral against the claims and demands of all persons
whomsoever.



2.03. Eurther AssUranges.

The Debtor will, at its own expense, do, execute,
acknowledge and deliver all and every further acts, deeds,
conveyances, transfers and assurances necessary or proper for
the perfection of the security interest being herein provided
for in the Collateral, whether now owned or hereafter acquired.
Without limiting the foregoing put in furtherance of the security
interest herein granted in the Rentals under the Lease, the
Debtor covenants and agrees that it will notify the Lessee of
this Security Agreement as provided in Section 16 of the Lease
and will direct the Lessee to make all payments of Rentals under
the Lease directly to the Security Trustee or as the Security
Trustee may direct. '

2.04. Afler=acguired Properiy.

Any and all property described or referred to in the
granting clauses hereof which is hereafter acquired shall 1ipso
facto, and without any further conveyance, assignment or act
on the part of the Debtor or the Security Trustee, become and
be subject to the security interest hereln granted as fully
and completely as though specifically described herein, but
nothing in this Section 2.04 contained shall be deemed to modify
or change the obligation of the Debtor under Section 2.03 bhereof,

2.05. Recordation and Eiling.

The Debtor will cause this Security Agreement and all
supplements hereto, the Lease and all supplements thereto, and
all financing and continuation statements and similar notices
required by applicable law, at all times to be kept, recorded
and filed at its own expense in such manner and in such places
as may be required by law in order fully to preserve and protect
the rights of the Security Trustee hereunder, and will at its
own expense furnish to the Security Trustee, promptly after
the execution and delivery of this Security Agreement and of
each supplemental Security Agreement, an opinion of counsel
stating tnat in the opinion of such counsel this Security
Agreement or such supplement, as the case may be, has been
properly recorded or filed for record so as to make effective
of record the security interest intended to be created herepoy.



2.06. Modificariops of _the Lease.
The Debtor will not:

(a) declare a default or exercise the remedies of
the Lessor under, or terminate, modify or accept a surrender
of, or offer or agree to any termination, modification or
surrender of, the Lease or by affirmative act consent to the
creation or existence of any Lien upon the leasehold estate
created by the Lease or any part thereof (other than Permitted
Encumbrances); or

(b) receive or collect or permit the receipt or
collection of any payment of Rental under the Lease prior to
the date the same shall be due and payable pursuant to the
provisions of the Lease or assign, transfer or hypothecate (other
than to the Security Trustee hereunder) any payment of Rental
then due or to accrue in the future under the Lease in respect
of the Equipment; or '

(c¢) sell, mortgage, transfer, assign or hypothecate
(other than to the Security Trustee hereunder) its interest
in the Equipment or any part thereof or in any amount to be
received by it from the use or disposition of the Egquipment.

2.071. PRower of Aftorpney ip Bespeck of the Lease.

The Debtor does hereby irrevocably constitute and
appoint the Security Trustee, its true and lawful attorney with
full power of substitution, for 1t and in its name, place and
stead, to ask, demand, collect, receive, receipt for, sue for,
compound and give acquittance for any and all Rental anag other
sums which are assigned under the granting clauses hereof with
full power to settle, adjust or compromise any claim thereunder
as fully as the Debtor could itself do, and to endorse the name
of the Debtor on all commercial paper given in payment or in
part payment thereof, and in its discretion to file any claim
or take any other action or proceedings, either in its own name
or in the name of the Debtor or otherwise, which the Security
Trustee may deem necessary or appropriate to protect and preserve
the right, title and interest of the Security Trustee in and
to such Rental and other sums and the security intended to be
afforded hereby.
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2.08. Payvmenk.of_lpndebredness.

The Depbtor will promptly pay the Indebtedness Hereby
Secuyred as and when the same or any part thereof becomes due
(whether by lapse of time, declaration, demand or otherwise),

2.09. Maintepapce of Corporate Existence.

The Depbtor will preserve and keep in full force and
effect its corporate existence, rights and franchises and all
licenses and permits necessary to the performance of its
obligations hereunder, except as otherwise provided in Section
2.10.

2414. Riilllﬁllﬂﬂi_ﬂn_ﬁﬁlﬂﬁlia.QﬂniﬂliﬂﬁliﬂDi_ﬁnd.ﬁﬁlﬁi.ﬁi
ssels.

The Deptor will not sell, lease, transfer or otherwise
dispose of all or a substantial portion of its corporate property
or assets to any person, firm or corporation or consolidate
with or merge into any other corporation or permit another
corporation to merge into it unless (1) the successor formed
by or resulting from such consolidation or merger or to which
such sale, lease or other disposition shall have been made shall
be a solvent corporation organized under the laws of the united
States of America or a State thereof or the District of Columbia;
(i1) such successor corporation (if other than the Debtor) shall
assume all of the Debtor's obligations under this Security
Agreement, the nNotes, the Loan Agreement and the Lease; and
(1i1) immediately after such merger, sale, lease or other
disposition, such successor corporation shall not be in default
in the performance or observance of any of the covenants,
agreements or conditions contalned in the Loan Agreement. this
Security Agreement or the Lease,

SECTION 3. PQSSESSION. USE ANR_BLLEASE_OF PROPERIX.
3.01. PRossession.of Collateral.

I1f and so long as no Default or Event of Default has
occurred and is continuing, tnhe Debtor shall be suffered and
permitted to remain in full possession, enjoyment and control
of the Equipment and to manage, operate and use the same and
each part tnereof with the rights and francnises appertaining
thereto, provided, always that the possession, enjoyment, control
and use of the Equipment shall at all times be subject to the
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observance and performance of the terms of this Security
Agreement. It 1s expressly understood that the use and
possession of an Item of Equipment by the Lessee under and
subject to the Lease shall not constitute a violation of this
Section 3,01.

3.02. Rﬁlsasc_ni.snnlnmsn:.::_EaxmenL.ni_Casnalzx.lalne.nx
£55€¢€.

So long as no Event of Default under the Lease has
occurred and is continuing to the knowledge of the Security
Trustee, the Security Trustee shall execute a release in respect
of any Item of Equipment when designated by the Lessee for a
cash settlement pursuant to Section 11 of the Lease upon receipt
of: (1) written notice from the Lessee pursuant to Section
11.2 of the Lease, and (ii) settlement by the Lessee for the
Equipment in compliance with Section 11,3 of the Lease,

d.03. Release of Fguipment ==_Consenf of Noteholders.

In addition to the sale, exchange or release pursuant
to the foregoing Section 3.02, the Debtor may sell or otherwise
dispose of any Item of Equipment then subject to the lien of
this Security Agreement, and the Security Trustee shall release
the same from the lien hereof to the extent and on the terms
and upon compliance with the conditions provided for in any
written consent gjiven thereto at any time or from time to time
by the Noteholders, ‘

3.04. PRroteciiopn of Purchaser.

No purchaser in good faith of property purporting to
be released hereunder shall be bound to ascertain the authority
of the Security Trustee to execute the release, or to inquire
as to any facts required by the provisions hereof for the
exercise of such authority; nor shall any purchaser, in good
faith, of any item or unit of the mortgaged property be under
obligation to ascertain or inquire into the conditions upon
which any such sale 1s hereby authorized,



SECTION 4. ARPLICATION _QF CERTAIN_MONEXS RECEIVED BY THE SECURITX
IBUSIEE: PREPAYMENIS.

4.01. Prepavments.

Except to the extent provided for in this Section 4,
the Notes shall not be subject to prepayment or redemption in
whole or in part at the option of the Debtor prior to the
expressed maturity dates thereof,

4.02. Applicatiop of Monevs.

As more fully set forth in the granting clauses hereof,
the Debtor has hereby granted to the Security Trustee a security
interest in Rentals due and to become due under the Lease in
respect of the Equlpment as security for the Notes, So long
as no Default or Event of Default has occurred and is continuing
to the knowledge 0f the Security Trustee:

(a) Eixed_Rentals. The amounts from time to time
received by the Security Trustee which constitute payment of
the installments of Fixed Rental under the Lease shall be applied
first, to the payment of the installment or installments of
principal and interest on the Notes which have matured or will
mature on or before the due date of the installments of Fixed
Rental whicn are received by the Security Trustee and second,
the balance, i1f any, of such amounts shall be paid to or upon
the order of the Debtor on such due date,

(b) (Casualtv_Value. The amounts from time to time
received by the Security Trustee which constitute payment by
the Lessee of the "Casualty Value" for any Item of Equipment
(as defined in sSection 11.6 of the Lease) pursuant to Section
11.3 of the Lease and interest due on any late payment of rent
with respect to such Item of Equipment pursuant to clause (iii)
of Section 11.3 of the Lease shall be pald and applied on the
Notes on the next succeeding payment Date not less than 10 days
after the notice reguired by Section 4,03 hereof has been given
by the Security Trustee as follows:

(i) An amount equal to the aggregate Loan Value
of the Item or Items of Equipment in respect of which
such Casualty Value payments were received shall be
applied to the prepayment of the principal remaining
unpaid on the Notes and any excess amount shall be
applied to the payment of accrued and unpaid interest,
if any, on the portion of the principal amount of



the Notes so prepaid; and

(11) Each of the remaining installments of the
Notes shall be reduced in the proportion that the
principal amount of the prepayment bears to the unpald
principal amount of the Notes immediately prior to
the prepayment.

Any amounts in excess of the amounts applied to the payment
of principal and interest on the Notes pursuant to clause (i)
hereof shall be paid to or upon the order of the Debtor.

The "Loan Value" of an Item of Equipment as of any
date shall be tne amount which bears the same relationship to
the unpaid principal amount of the Notes as of such date as
the Original Loan Value of such Item of Equipment bears to the
original aggregate principal amount of the Notes. The "Originlal
Loan Value" of an Item of Equipment shall be the amount
determined py dividing the original aggregate principal amount
of the Notes by the total number of Items of Equipment described
on Schedule A hereto,

(c) Ipsurance rrogceeds. The amounts received by
the Security Trustee from time to time which constitute proceeds
of insurance maintained by the Lessee in respect of the Equipment
shall be held by the Security Trustee as a part of the Collateral
and shall be applied by the Security Trustee from time to time
to any one or more of the following purposes:

(1) Bepair or Replagement. If no Event of
Default under the Lease and no event, which with the

lapse of time, the giving of notice, or both, would
constitute an Event 0f Default under the Lease, shall
have occurred and be continuing to the knowledge of
the Security Trustee, the proceeds of such insurance
shall, i1f the Items of Equipment which were lost,
damaged or destroyed are to be repaired, restored

or replaced, be released to the Debtor to reimburse
the Lessee for expenditures made for such repair,
restoration or replacement of such Items of Equipment
upon receipt by the Security Trustee of: (1) a
certificate of the President, any Vice President or
the Treasurer of the Lessee showing in reasonable
detalil tne purpose for which the expenditures were
made and the actual cash expenditures made for such
purpose and stating that no Event of Default under
the Lease and no event, which with the lapse of time,



the giving of notice, or both, would constitute an
Event of Default under the Lease has occurred angd

is continuing, and (ii) a supplement hereto sufficient,
as shown by an opinion of counsel (which may be counsel
for the Debtor or the Lessee) in form and content
satisfactory to the Security Trustee, to grant a
security interest in any additions to or substitutions
for the Items of Equipment to the Security Trustee,
which opinion shall also cover the filing and/or
recording of such supplement so as to perfect the
security interest in such additions or substitutions,
or in the alternative, an opinion that no such
supplement is required for such purpose; and

(2) application of Notes. If the insurance
proceeds shall not have been released to the Debtor

pursuant to the preceding paragraph (1) within six
months from the receipt thereof by the Security
Trustee, then so long as no Default or Event of Default
shall have occurred and be continuing to the knowledge
of the Security Trustee, the insurance proceeds shall
be applied by the Security Trustee on the first Payment
Date occurring not less than six months after receipt
thereof as follows:

(i) First, to the prepayment of the
Notes without regard to any limitation as .
to the minimum amount of prepayment, all
in the manner proviaed for by Section 4,02(c)
hereof; and

(1i) Second, the palance, if any,
of such insurance proceeds held by the
Security Trustee after making the application
provided for by the preceeding subparagragh
(i) snall be released to or upon the order
of the Debtor,

4.03. Qdolice of Prepavmenti_Partial Prepavmenti Iermipation
of lpterest.

(a) In the case of any prepayment of the Notes, notice
thereof in writing to the holders of the Notes to be prepaid
shall be sent by the Security Trustee as agent and attorney=-
in=-fact of the Debtor by certified or registered mail, postage
prepald, to the holder of each Note to be prepaid, at least
10 days prior to the date fixed for prepayment. Any notice



so mailed shall be conclusively presumed to have been given
to such holder whether or not such holder actually receives
such notice. Such notice shall specify the date fixed for
prepayment, the provision hereof under which such prepayment
is being effected and that on the date fixed for prepayment
there will become due and payable upon each Note or portion
thereof so to be prepaid at the place where the principal of
the Notes to be prepaid is payable, the specified amount of
principal thereof, together with the accrued interest to such
date, with such premium, if any, as 1Is pavyable thereon and after
such date interest thereon shall cease to accrue,

(b) 1In the event of any partial prepayment of the
Notes, the aggregate principal amount of the Notes to be prepald
shall be prorated by the Security Trustee among the holders
thereof in proportion to the unpald principal amount of such
Notes held by them and the Security Trustee shall designate
the portions of the Notes of each such holder to bhe prepaid,

{(c) On or prior to the date fixed for any prepayment
of Notes the moneys required for such prepayment shall be
deposited with the Security Trustee by the Debtor. Interest
on any Note designated for prepayment or on any portion of the
principal amount of any Note designated for prepayment shall
cease upon the date fixed for prepayment unless default shall
be made in the payment of the amount payable upon the prepayment
thereof.

4.04. Amortizatliopn Schedules.

Concurrently with the notice of any partial prepayment
of any Note, the Debtor shall deliver to the Security Trustee
two copies of any amortizaetion schedule with respect to such
Note setting forth the amount of the installment payments to
be made on such Note after the date of such partial prepayment
and the unpald principal balance of such Note after each such
installment payment, <The Security Trustee shall deliver, or
send by first class mail, postage prepaid, one such copy of
the applicable schedule to the holder of such Note at 1ts address
set forth in the Register.

4.05. Qpefault.

I1f an Event of Default has occurred and is continuing,
all amounts received by the Security Trustee pursuant to the
granting clauses hereof shall be applied in the manner provided
for in Section 5 in respect of proceeds and avails of the



Collateral.

SECTION 5. EYENIS_OF DEFAULT.
3.01. pNature of Events.

An "Event of Default" shall exist i1f any of the
following occurs and is continuing:

(a) Default in payment of an installment of the
principal of, or interest on, any Note when and as the same
shall become due and payable, whether at the due date thereof
or at the date fixed for prepayment or by acceleration or
otherwise and such default shall continue for more tnan five
days [(provided, however, that the Debtor shall be entitled to
an additional fiveeday grace period with respect to any two
monthly installments of principal and interest on the Notes
which become due during any "lease year" (which shall mean for
the purposes hereof, the 12-month period commencing with the
Term Lease Commencement Date set forth In Schedule A to the
Lease and each o0f the succeeding 12-month periods thereafter
during the term of the Lease)l); or

(b) An "Event of Default" as set forth iIn Section
14 of the Lease; or

(c) Default on the part of the Debtor in the due
observance or performance of any covenant or agreement to be
observed or performed by the Debtor under this Security Agreement
or the Loan Agreement, and such default shall continue unremedied
for 30 calendar days after written notice thereof from the
Security Trustee or the holder of any Note to the Debtor; or

(d) Any representation or warranty made herein or
in the Loan Agreement or in any report, certificate, financial
or other statement furnished in connection with this Security
Agreement or the Loan Agreement, or the transactions contemplated
therein shall prove to be false or misleading in any material
respect; or

(e) Any Lien (other than a Permitted Encumbrance)
shall be asserted against or levied or imposed upon the Equipment
which is prior to or on a parity with the security interest
granted hereunder, and such Lien shall not be discharged or
removed within 30 calendar days after written notice from the
Security Irustee or the holder of any Note to the Debtor and



the Lessee demanding the discharge or removal thereof; or

(£f) The Debtor becomes insolvent or bankrupt or admits
in writing its inability to pay its debts as they mature, or
makes an assignment for the benefit of creditors or applies
or consents to the appointment of a trustee or receiver for
the Debtor or for the major part of its property:; or

(g) A trustee or receiver is appolinted for the Debtor
or for the major part of its property and 1s not discharged
within 60 days after such appointment; or

(h) Bankruptcy, reorganization, arrangement,
insolvency, or liquidation proceedings, or other proceedings
for relief under any bankruptcy law or similar law for the relief
of debtors, are instituted by or agalnst the Deptor and, if
instituted against the Debtor, are consented to or are not
dismissed within 60 days after such institution,

2.02. Securliy Trustee’'s_Rigpts.

When any Event of Default has occurred and is continuing
the Security Trustee shall have the rights, options, duties
and remedies of a secured party, and the Debtor shall have the
rights and duties of a debtor, under the Uniform Commercial
Code of Illinols (regardless of whether such Code or law simiiar
thereto has been enacted in a jurisdiction wherein the rights
or remedies are asserted) and without limiting the foregoing,
the Security Trustee may exerclse any one or more or all, and
in any oraer, of the remedies hereinafter set forth, it being
expressly understood that no remedy herein conferred is intended
to be exclusive of any other remedy or remedles, but each and
every remedy shall be cumulative and shall pe in addition to
every other remedy given herein or now or hereafter existing
at 1aw or in equity or by statute:

(a) The Security Trustee may, and upon the written
request of the holders of 25X of the principal amount of the
Notes then outstanding shall, by notice in writing to the Debtor
declare the entire unpaid balance o0f the Notes to be immediately
due and pavable; and thereupon all such unpaid palance, togetner
with all accrued interest thereon (but without premium), shall
be and become Immediately due and payable,



(b) Subject always to the then existing rights, 1if
any, of the Lessee under the Lease, the Security Trustee
personally or by agents or attorneys, shall have the right
(subject to compliance with any applicable mandatory legal
requirements) to take immediate possession of the Collateral,
or any portion thereof, and for that purpose may pursue the
same wherever it may be found, and may enter any of the premises
of the Debtor, with or without notice, demand, process of law
or legal procedure, 1f thls c¢an be done without breach of the
peace, and search for, take possession of, remove, keep and
store the same, or use and operate or lease the same until sold,

(c) Subject always to the then existing rights, if
any, of the Lessee under the Lease, in the event the Security
Trustee shall demand possession of the Equipment then, without
limiting the provisions of paragraph (b) hereof, the Debtor
shall forthwith deliver possession of the Equipment to the
Security Trustee in good order and repair, ordinary wear
excepted, For the purpose of delivering possession of any
Equipment to the Security Trustee as above required, the Debtor
shall, at its own cost and expense, forthwith:

(1) Assemble and place such Equipment upon
storage tracks in the state of Illinois or Indiana
(or such other place or places as the parties hereto
shall agree in writing) as the Security Trustee shall
designate;

(2) pProvide storage at the risk of the Debtor
for such Equipment on such tracks for a period not
exceeding 180 days after written notice has been given
to the Security Trustee specifying the place of storage
and the car numbers of the Items of Equipment so
stored; and

(3) Deliver any Item of kquipment at any time
within such 180 days' period to any connecting carrier
on tracks at any place within Indiana or Illinois
for shipment, all as the Security Trustee may direct,

The assembling, delivery and storage of the Equipment as
hereinabove provided are of the essence of this Security
Agreement, and upon application to any court of equity having
jurisdiction in the premises, the Security Trustee shall be
entitled to a decree against the Debtor requiring specific
performance of the covenants of the Debtor so to assemble,
deliver and store the Equipment,
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(d) Subject always to the then existing rights, i¢
any, of the Lessee under the Lease, the Security Trustee may,
{f at the time such action may be lawful and always subject
to compliance with any mandatory legal reguirements, either
with or without taking possession and either before or after
taking possession, and without instituting any legal proceedings
whatsoever, and having first given notice of such sale by
registered mail to the Debtor once at least ten days prior to
the date such sale, and any other notice which may be required
by law, sell and dispose of sald Collateral, or any part thereof,
at public auction to the highest bldder, in one lot as an
entirety or in separate lots, and either for cash or on credit
and on such terms as the Security Trustee may determine, and
at any place (whether or not it be the location of the Collateral
or any part thereof) designated in the notice above referred
to. Any such sale or sales may be adjourned from time to time
by announcement at the time and place appointed for such sale
or sales, or for any such adjourned sale or sales, without
further published notice, and the Security Trustee or the holder
or holders of Notes, or of any interest therein, may bid and
become the purchaser at any such sale,

(e) The Security Trustee may proceed to protect and
enforce this Security Agreement and said Notes by sult or suits
or proceedings in egquity, at law or in bankruptcy, and whether
for the specific performance of any covenant or agreement herein
contained or in execution or aid of any power herein granted;
or for foreclosure hereunder, or for the appointment of a
receiver or receivers for the mortgaged property or any part
thereof, or for the recovery of judgment for the Indebtedness
Hereby Secured or for the enforcement of any other proper, legal
or equitable remedy available under applicable law,

(£) Subject always to the then existing rights, if
any, of the Lessee under the Lease, the Security Trustee may
proceed to exercise all rights, privileges and remedies of the
Debtor under the Lease and may exercise all such rights and
remedies elther in the name of the Security Trustee or in the
name of the Debtor for the use and benetit of the Security
Trustee.
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5.03. Acceleration._Clause.

In case of any sale of the Collateral, or of any part
tnereof, pursuant to any judgment or decree of any court or
otherwise in connection with the enforcement of any of the terms
of this Security Agreement, the principal ot the Notes, if not
previously due, and the interest accrued thereon, shall at once
become and be immediately due and payable; also In the case
of any such sale, the purchaser or purchasers, for the purpose
of making settlement for or payment of the purchase price, shall
be entitled to turn in and use the Notes and any claims for
interest matured and unpaid thereon, in order that there may
be credited as paid on the purchase price the sum apportionable
and applicable to the Notes including principal and interest
tnereof out of the net proceeds of such sale after allowing
for the proportion of the total purchase price required to be
paid in actual cash.

2.04. Hajyer by Debtor.

The Debtor covenants that it will not at any time insist
upon or plead, or in any manner whatever claim or take any
benefit or advantage of, any stay or extension law now or at
any time hereafter in force, nor claim, take, nor insist upon
any benefit or advantage of or from any law now or hereafter
in force providing for the valuation or appraisement of the
Collateral or any part thereof, prior to any sale or sales
thereof to be made pursuant to any provision herein contained,
or to the decree, judgment or order of any court of competent
jurisdiction; nor, after such sale or sales, claim or exercise
any right under any statute now or hereafter made or enacted
by any state or otherwise to redeem the property so sold or
any part thereof, and hereby expressly waives for itself and
on benalf of each and every person, except decree or judgement
creditors of the Debtor acquiring any interest in or title to
the Collateral or any part thereof subsequent to the date of
this Security Agreement, all benefit and advantage of any such
law or laws, and covenants that it will not invoke or utilize
any such law or laws or otherwise hinder, delay or impede the
execution of any power herein granted and delegated to the
Security Trustee, but will suffer and permit the execution of
every such power as though no such power, law or laws had been
made or enacted,



2.05. Effect of Sale.

Any sale, whether under any power of sale hereby given
or by virtue of Jjudicial proceedings, shall operate to divest
all right, title, interest, claim and demand whatsoever, either
at law or in equity, of the Debter in and to the property sold
and shall be a perpetual bar, both at law and in equity, against
the Debtor, its -successors and assigns, and against any and
all persons claiming the property sold or any part thereof under,
by or through the Debtor, its successors or assigns (subject,
however, to the tnen existing rights, if any, of the Lessee
under the Lease),

2.08. AnnllsaliQQ.Qi.ﬁﬁlﬁ.ELQQQﬂQS.

The proceeds and/or avalls of any sale of the
Collateral, or any part thereof, and the proceeds and the avails
of any remedy hereunder shall be paid to and applied as follows:

(a) Firsty, to the payment of costs and expenses of
foreclosure or suit, i1f any, and of such sale, and of all proper
expenses, liability and advances, including legal expenses and
attorneys' fees, incurred or made hereunder by the Security
Trustee, or the holder or holders of the Notes and of all taxes,
assessments or liens superior to the lien 0f these presents,
except any taxes, assessments or other superior lien subject
to which said sale may have been made;

(b) Second, to the payment to the holder or holders
of the Notes of the amount then owing or unpaid on the Notes
for principal and interest; and in case such proceeds shall
be insufficient to pay in full the whole amount so due, owing
or unpaid upon the Notes, then ratable according to the aggregate
of such principal and the accrued and unpaid interest with
application on each Note to be made, first, to the unpaid
principal thereof, and second, to unpald interest thereon; and

(¢) Thira, to the payment of the surplus, 1f any,
to the Debtor, its successors and assigns, or to whomsoever
may be lawfully entitled to receive the same,

9.021. Discontipuapce qf Remedies.

In case the Security Trustee shall have proceeded to
enforce any rignt under this Security Agreement by foreclosure,
sale, entry or otherwise, and such proceedings shall have been
discontinued or abandoned for any reason or shall have been
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determined adversely, then and in every such case the Debtor,
the Security Trustee and the holders of the Notes shall be
restored to their former positions and rights hereunder with
respect to the property subject to the security interest created
under this Security Agreement.

5.08. Cumulative BRemedies.

No delay or omission of the Security Trustee or of
the holder of any Note to exercise any right or power arising
from any default on the part of the Debtor, shall exhaust or
impair any such right or power or prevent its exercise during
the continuance of such default, No waiver by the Security
Trustee, or the holder of any Note, of any such default, whether
such waiver be full or partial, shall extend to or be taken
to affect any subsegquent default, or to impair the rights
resulting therefrom except as may be otherwise provided herein,
No remedy hereunder 1is intended to be exclusive of any other
remedy but each and every remedy shall be cumulative and in
addition to any and every other remedy given hereunder or
otherwise existing; nor snall the giving, taking or enforcement
of any other or aadditional security, collateral or guaranty
for the payment ot the indebtedness secured under this Security
Agreement operate to prejudice, walve or affect the security
of this Security Agreement or any rights, powers or remedies
hereunder, nor shall the Security Trustee or holder of any of
the Notes be reguired to first look to, enforce or exhaust such
other or additional security, collateral or guaranties,

SECTION &. IHE_SECURITX IRUSIEE.

The Security Trustee accepts the trust hereunder and
agrees to pertorm the same, but only upon the terms and
conditions hereof, including the following, to all of which
the Debtor and the respective holders of the Notes at any time
outstanding by their acceptance thereof agree:

£.01. Certajin Duties and Reseconsibilities of Security lrustes.

(a) Except during the continuance 0f an Event of
Default:



{1) the Security Trustee undertakes to perform
such duties and only such duties as are specifically
set forth in this Security Agreement, and no implied
covenants or obligations shall be read into this
Security Agreement against tne Security Trustee; and

(2) 1in the absence of bad faith on its part,
the Security Trustee may conclusively rely, as to
the truth of the statements and the correctness of
the opinions expressed therein, upon certificates
or opinions furnished to the Security Trustee and
conforming to the reguirements of this Security
Agreement; but in the case of any such certificates
or opinions which by any provision hereof are
specifically required to be furnished to the Security
Trustee, the Security Trustee shall be under a duty
to examine the same to determine whether or not they
conform to the requirements of this Security Agreement,

(b) Within 30 days after the Security Trustee has
kKnowledge oOf the occurrence of any default hereunder, the
Security Trustee shall send notice to all holders of the Notes
of such default unless the same shall have been cured or waived.

(c) In case an Event of Default has occurred and
is continuing, the Security Trustee shall exercise such of the
rights and powers vested in it by this Security Agreement for
the benefit of the holders of the WNotes, and use the same degree
0of care and skill in their exercise, as a prudent man would
exercise or use under the circumstances Iin the conduct of his
own affairs.

{(d) No provision of this Security Agreement shall
be construed to relieve the Security Trustee from liability
for its own negligent action, its own negligent failure to act
or its own willful misconduct, except that:

(1) this subsection shall not be construed to
limit the effect of subsection (a) of this Section;

(2) the Security Trustee shall not be liable
for any error of Jjudgment made in good faith by an
officer of the Security Trustee unless it shall be
proved that the Security Trustee was negligent in
ascertaining the pertinent facts; and



(3) the Security Trustee shall not be liable
to the holder of any Note with respect to any action
taken or omitted to be taken by it in good faith in
accordance with the direction of the holders of 66=
2/3% in principal amount of the Notes outstanding
relating to the time, method and place of conducting
any proceeding for any remedy avallable to the Security
Trustee, or exercising any trust or power conferred
upon the Securlity Trustee under this Security
Agreement,

(e) No provision of this Security Agreement shall
require the Security Trustee to expend or risk its own funds
or otherwise incur any financial liability in the performance
of any of its duties hereunder, or in the exercise of any of
its rights or powers, 1f it snhall have reasonable grounds for
believing that repayment of such funds or adequate indemnity
against such risk or liability 1s not reasonably assured to
it.

(£) wWhether or not therein expressly so provided,
every provision of this Security Agreement relating to the
conduct or affecting the llabjlity of or affording protection
to the Security Trustee shall be subject to the provisions of
this Section.

£.02. Rights to Compensation and.lndemnification: Lien Iherefor.

(a) The Debtor covenants to pay to the Security
Trustee such compensation for its services hereunder as shall
be agreed to by the Debtor and the Security Trustee or, in the
absence of such agreement, reasonable compensation therefor
(which shall not be limited ny any provision of law in regard
to the compensation of a trustee of an express trust), and to
pay, or reimburse, the Security Trustee for all reasonable
expenses incurred hereunder, including the reasonable
compensation, expenses and disbursements of such agents,
representatives, experts and counsel as the Security Tfrustee
may employ in connection with the exercise and performance of
its power and duties hereunder,

(b) The bDebtor will also indemnify and save the
Security Trustee harmless against any liabilities, not arising
from the Security Trustee's own default or negligence or bad
faith, which it may incur in the exercise and performance of
its rights, powers and trusts, duties and obligations hereunder,
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(c) As security for such compensation, expenses,
disbuyrsements and indemnification, the Security Trustee shall
have the benefit of the lien hereby created in priority to the
indebtedness evidenced by the Notes issued hereunder.

6.03. Certain gRights of Securitv Trustee.

(a) The Security Trustee shall not be responsible
for any recitals herein or in the Loan Agreement or for insuring
the Equipment, or for paying or discharging any tax, assessment,
governmental charge or lien affecting the Collateral, or for
the recording, filing or refiling of this Security Agreement,
or of any supplemental or further mortgage or trust deed, nor
shall tne Security Trustee be bound to ascertain or inquire
as to the performance or observance of any covenants, conditions
or agreements contained herein or in the Loan Agreement, and,
except in the case of a default in the payment of the principal
of, or interest or premium, i1f any, on any Note or a default
of which the Security Trustee has actual knowledge, the Security
Trustee shall be deemed to have knowledge of any default in
the performance or observance of any such covenants, conditions
or agreements only upon receipt of written notice thereof from
the Debtor or from one of the holders of the Notes, The Security
Trustee shall promptly notify all holders of Notes of any default
of which the Security Trustee has actual knowledge., Upon receipt
by the Security Trustee of such written notice from a holder
of a Note, the Security Trustee shall promptly notity all other
holders of Notes of such notice and the default referred to
therein, by prepaid registered mail addressed to them at thelir
addresses set forth in the Reglster.

(b) The Security Trustee makes no representation
or warranty as to the validity, sufficliency or enforceability
of this Security Agreement, the Notes, the Loan Agreement or
any instrument included in the Collateral, or as to the value,
title, condition, fitness for use of, or otherwise with respect
to any Equipment or Item of Equipment or any substitute therefor.
The Security Trustee shall not be accountable to anyone for
the use or application of any of the Notes or the proceeds
thereof or for the use or application of any property or the
proceeds thereof which shall be released from the lien and
security interest hereof in accordance with the provisions of
this Security Agreement,
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(¢) The Security Trustee may rely and shall be
protected in acting or refraining from acting upon any
resolution, certificate, statement, instrument, opinion, report,
notice, request, direction, consent, order, bond, note or other
paper or document believed by it to be genuine and to have peen
signed or presented by the proper party or parties.

(d) Any request, direction or authorization by the
Debtor shall be sufficliently evidenced by a request, direction
or authorization in writing, delivered to the Security Trustee,
and signed in the name of the Debtor by its Chairman of the
Board, President, any Vice President, Treasurer or Secretary:
and any resolution of the Board of Directors of the Debtor shall
be sufficiently evidenced by a copy of such resolution certified
by its Secretary or an Assistant Secretary to have been duly
adopted and to be in full force and effect on the date of such
certification, and delivered to the Security Trustee,

(e) whenever in the administration of the trust herein
provided for the Security Trustee shall deem it necessary or
desirable that a matter be proved or established prior to taking,
suffering or omitting any action hereunder, such matter (unless
other evidence in respect thereof be herein specifically
prescribed) may be deemed to be conclusively proved and
established by a certificate purporting to be signed by the
Chairman of the Board, the President, any Vice President, the
Treasurer or the Secretary of the Debtor ana delivered to the
Security Trustee, and such certificate shall be full warrant
to the Securlty Trustee or any other person for any action taken,
suffered or omitted on the faith thereof, but in its discretion
the Security Trustee may accept, in lieu thereof, other evidence
of such fact or matter or may require such further or additional
evidence as it may deem reasonable,

(£) The Security Trustee may consult with counsel,
appraisers, engineers, accountants and other skilled persons
to be selected by the Security 1lrustee, and the written advice
of any thereof within the scope of their respective areas of
expertise shall be full and complete authorization and protection
in respect of any action taken, suffered or omitted by it
hereunder in good faith and in reliance thereon,



(g) The Security Trustee shall be under no obligation
to take any action to protect, preserve or enforce any rights
or interests in the Collateral or to take any action towards
the execution or enforcement of the trusts hereunder or otherwise
hereunder, whether on its own motion or on the request of any
other person, which in the opinion of the Security Trustee may
involve loss, liability, or expense, unless the Debtor or one
or more holders of the Notes outstanding shall offer and furnish
reasonable security or indemnity against loss, liability and
expense to the Security Trustee,

(h) The Security Trustee shall not be liable to the
holder of any Note for any action taken or omitted by it in
good faith and pbelleved by it to be authorized or within the
discretion or rignhts or powers conferred upon it by this Security
Agreement. :

(i) The Security Trustee shall not be bound to make
any investigation into the facts or matters stated in any
resolution, certificate, statement, instrument, opinion, report,
notice, request, direction, consent, order, bond, note or other
paper or document, unless requested in writing to do so by the
holders of not less than a majority in principal amount of the
Notes then outstanding.

(J) The Security Trustee may execute any of the trusts
or powers hereunder or perform any duties hereunder either
directly or by or tnrough agents or attorneys.

(K) The provisions of paragrapns (c¢) to (3),
inclusive, of tnis Section 6,03 shall be subject to the
provisions of Section 6.01 hereof,

£.04. Sbowings Deemed Necessary by _Securityv Irustese,

Notwithstanding anything elsewnere in this Security
Agreement contained, the Security Trustee shall have the right,
but shall not be required, to demand in respect of withdrawal
of any cash, the release of any property, the subjectjion of
any after~acqulired property to the lien of this Security
Agreement, or any other action whatsoever within the preview
hereof, any showings, certificates, opinions, appraisals or
other information by the Security Trustee deemed necessary or
appropriate in addition to the matters by the terms hereof
required as a condition precedent to such action,
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£.05. Monies Held and Paid by Securitv Trusteei lnvestmepts.

(a) Except as provided in this Section 6,05, any
monies at any time paid to or neld oy the Security Trustee
hereunder until pald out by the Security Trustee as herein
provided shall be held in trust for the purpose for which they
were received, and may be deposited by the Security Trustee
under such general conditions as may be prescribed by law in
the Security Trustee's general banking department, and the
Security Trustee shall be under no liability for interest on
any monies received by them hereunder,

(b) Escrow_of Note Purchasers' DRepesits: Investments.
So long as, to the knowledge of the Security Trustee, no Event
of Default under the Security Agreement shall have occurred
and be continuing, the Security Trustee shall upon the written
direction of the Debtor, invest and reinvest the funds advanced
by the Lender on the Deposit bDate (the "Escrowed Funds") in
such of the following investments as the Debtor shall specify:

(1) Bonds or other obligations of the United
States which as to principal and interest constitute
direct obligations of the United States of America
or are issued or guaranteed by any person controlled
or supervised by and acting as an instrumentality
of the United States pursuant to authority granted
by the Congress of the United States and for which
the full faith and credit of the United States
Government is pledged to provide for the payment of
principal and interest;

(2) Certificates of deposit issued by commercial
banks which are members of the Federal Reserve System
with capital and surplus of at least $100,000,000,
and which at the time of such investment have, or
whose parent companies have, outstanding publicly=-
held debt securities rated "A" or better by a
nationally recognized rating service; or

(3) Repurchase agreements fully secured by any
one or more of the obligations referred to in clause
(i) above; in each case of clauses (1) through (3)
maturing in not more than 90 days from the date of
such investment (such investments described in clauses
(1) through (3) being hereinafter called
*Investment(s)").
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Upon any sale or payment at maturity of any Investment,
the proceeds thereof, plus any interest received by the Security
Trustee thereon, up to the purchase or investment price
(including accrued interest and earned discount) and any fees,
charges or expenses incurred in connection with such purchase
or investment and the sale or other disposition thereof
(hereinafter referred to as the "Investment Cost") shall be
held by the Security Trustee for application pursuant to this
Section 6.05, the balance, if any, of such proceeds or payment
(plus interest and earned discount) shall, on the Cut=Qff Date
(as hereinafter defined), be remitted to the Debtor, unless
an Event of Default under the Security Agreement shall have
occurred and be continuing. If such proceeds (plus such interest
and earned discount) shall be less than such Investment Cost,
the Debtor will promptly pay to the Security Trustee an amount
equal to such deficiency. Any payment in respect of such
deficiency shall be held and applied by the Security Trustee
in 1ike manner as tnhe proceeds of the sale or redemption of
Investments.

(¢c) DRisbursement of. kscrowed Funds on Delivery and
Closing _Date. On such date during the month of March, 1979

as the Debtor shall designate to the Security Trustee as the
date on which the Equipment is to be delivered and accepted
under the Lease and purchased by the Deptor (the "Delivery and
Closing Date"), the Security Trustee will, upon evidence
satisfactory to it and Messrs. Chapman and Cutler of compliance
with each of the reguirements set forth in Section 3 of the
Loan Agreement:

(1) d4lsburse the Escrowed Funds for payment
to the Debtor pursuant to the Loan Agreement, an amount
equal to 80X of the Lessor's Cost of such Items of
Equipment;

(2) 1if such moneys then on deposit as Escrowed
Funds are insufficient to make the payments provided
for in clause (1) above, promptly upon receipt of
notice of the Delivery and Closing Date, sell such
portion of the Investments as may be necessary in
order to provide sufficient funds for such payment
and use the funds so derived together with interest
received on any Investment and any deficiency palid
by the Debtor as contemplated by Section 6.05(b) and
held by the Security Trustee, to make such payments
as are provided in clause (1) aboves; and
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(3) 1if such moneys then on deposit as Escrowed
Funds are greater than the amount necessary to make
the payments provided for in clause (1) above, the
Security Trustee will, five business days immediately
preceding the Delivery and Closing Date (1) notify
the Lender of such excess, and (iil) distribute such
excess on the Delivery and Closing Date to the Lender
as a prepayment on the Note, without premium, in the
manner provided in Section 1.04 of this Security
Agreement. At the reguest of the Lender and upon
surrender to the Debtor on tne Delivery and Closing
Date of the Note issyed on the Deposit Date, the Debtor
willl issue and deliver a new Note, identical in all
respects to sald surrendered Note, but reflecting
a principal amount and installments due and payable
thereon and the due dates thereof revised after giving
effect to such prepayment and the date of occurrence
of the Delivery and Closing Date,

(d) geturn of Fupnds on Cut=0ff Date. If no Delivery
and Closing Date has occurred on or prior to March 31, 1979,
then the Security Trustee will, five business days immediately
preceding Mzarch 31, 1979 (the "Cut-Qff Date") (i) notify the
Lender that no Delivery and Closing Date nas been or will be
designated by tne Debtor on or prior to the Cut-0ff Date and,
accordingly, that the Escrowed Funds will be returned to the
Lender, and (ii) distribute the entire amount of the Escrowed
Funds to the Lender on the Cut=-0ff Date as a prepayment in full
on the Note, without premium,

£.06. Resjigpatiopn of Security Irusiee.

The Security Trustee may resign and be discharged of
the trusts hereby created by mailing notice specifying the date
when such resignation shall take effect to the Debtor and to
the holders of the Notes at their addresses set forth in the
Reglister, Such resignation shall take ettect on the date
specified in such notice (being not less than thirty days atter
the malling of such notice) unless previously a successor
security trustee shall have been appointed as hereilnafter
provided, in which event such resignation shall take effect
immediately upon the appointment 0of such successor.
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6.07. Removal. of Security Jruystee.

The Securlity Trustee may be removed by an instrument
or concurrent instruments in writing signed and acknowledged
by the holders of a majority in principal amount of the Notes
and delivered to the Security Trustee and to the Debtor.

6.08. Successor Securityv Irusiee.

Each security trustee appointed in succession of the
Security Trustee nameg in this Security Agreement, or its
successor in the trust, shall be a trust company or banking
corporation having an office in the City of Chicago, Illinois,
in good standing ana having a capital and surplus aggregating
at least $50,000,000 if there be such a trust company or banking
corporation qualitied, able and willing to accept the trust
upon reasonable or customary terms,

£.09. Appeoipiment Qf Successor.Security Irustees.

In case at any time the Security Trustee shall resign
or be.removed or become incapable of acting, a successor security
trustee may be appointed by the holders of a majority in
aggregate principal amount of the Notes at the time outstanding,
by an instrument or instruments in writing executed by such
holders and filed with such successor security trustee,

Until a successor security trustee shall be so appointed
by the holders of the Notes, a successor security trustee may
be appointed by the Debtor by an instrument in writing executed
by the Debtor and delivered to the successor security trustee,
or upon application of the retiring security trustee, by any
court of competent jurisdiction. Any successor security trustee
appointed pursuant to this paragraph shall immediately and
without further act be superseded by a successor security trustee
appointed by the holders of a majority in aggregate principal
amount of tne Notes then outstanding,

6.10. Merger or Copselidation of Security Irystee.

Any company into which the Security Trustee, or any
successor to it in the trust created by this Security Agreement,
may be merged or converted or with which it or any successor
to it may be consolidated or any company resulting from any
merger or consolidation to which the Security Trustee or any
successor to it shall be a party (provided such company shall
be a corporation organized under the laws of the State of



Illinols or of the United States of America, having a capital
and surplus of at least $50,000,000), shall be the successor
to the Security Trustee under this Security Agreement without
the execution or f£iling of any paper or any further act on the
part of any of the parties hereto, The Debtor covenants that
in case of any such merger, consoiidation or conversion it will,
upon the reguest of the merged, consolidated or converted
corporation, execute, acknowledge and cause to be recorded or
filed suitable instruments in writing to confirm the estates,
rights and interests of such corporation as security trustee
under this Security Agreement,

8.11. Copnyveyvange Upon Reguest_of Juccessor.decurity Irustee.

Should any deed, conveyance or instrument in writing
from the Debtor be required by any successor security trustee
for more fully and certainly vesting in and confirming to such
new security trustee such estates, rights, powers and duties,
then upon request any and all such deeds, conveyances and
instruments in writing shall be made, executed, acknowledged
and delivered, and shall be caused to be recorded ands/or filed,
by the Debtor,

£.12. Acceptance of Appeoiniment by _Successor.

Any new security trustee appointed pursuant to any
of the provisions hereof shall execute, acknowledge and deliver
to the Debtor an instrument accepting such appointment; and
thereupon such new security trustee, without any further act,
deed or conveyance, shall become vested with all the estates,
properties, rights, powers and trusts of its predecessor in
the rights hereunder with like effect as i1f originally named
as security trustee hereinj but nevertheless, upon the written
request of the Debtor or of the successor security trustee,
the security trustee ceasing to act shall execute and deliver
an instrument transferring to such successor security trustee,
upon the trusts herein expressed, all the estates, properties,
rights, powers and trusts of the security trustee so ceasing
to act, and shall duly assign, transfer and deliver any of the
property and monies held by such security trustee to the
successor security trustee so appointed iIn its or his place,

8.l3. LQ=lIustess.
At any time, for the purpose of meeting any legal

requirements of any jurisdiction in which any part of the
Collateral may at the time be located, the Debtor and the



Security Trustee jolntly shall have the power and shall execute
and deliver all instruments, to appoint one or more persons
approved by the Security Trustee, to act as co-trustee, Oor co=
trustees, of all or any part of the Collateral, and to vest
into such person or persons, in such capacity, such title to
the Collateral or any part thereof, and such rights, powers,
duties, trusts or obligations as the Debtor and the Security
Trustee may consider necessary or desirable, 1If the Debtor
shall not have joined in such appointment within 15 days after
the receipt by it of a request so to do, or in case an Event
of Default shall have occurred and be continuing, the Security
Trustee alone shall have the power to make such appointment.,

SECTION 7. SUEBPLEMENIAL INDENIURESZ WAIVERS.
1.01. Supplemental Indentures Witbhout Noteholders' Copsepnt.

The Debtor and the Security Trustee from time to time
and at any time subject to the restrictions in this Security
Agreement contained, may enter into an indenture or indentures
supplemental hereto and which thereafter shall form a part hereof
for any one or more or all of the following purposes:

{a) to add to the covenants and agreements to be
observed by, and to surrender any right or power reservegd to
or conferred upon, the Debtor;

{(b) to subject to the security interest ot this
Security Aareement additional property hereafter acquired by
the Debtor and intended to be subjected to the security interest
of this Security Agreement, and to correct and amplify the
description of any property subject to the security interest
of this Security Agreement;

(c) to permit the qualification of thils Security
Agreement under tne Trust Indenture Act of 1939, as amended,
or any similar Federal Statute hereafter in effect, except that
nothing herein contained shall permit or authorize the inclusion
of the provisions referred to in Section 316(a)(2) of said Trust
Indenture Act of 1939 or any corresponding provision in any
similar Federal statute hereafter in eftect; or
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(d) for any other purpose not inconsistent with the
terms of this Security Agreement, or to cure any ambiguity or
cure, correct or supplement any defect or inconsistent provisions
of this Security Agreement or any supplement;

and the Debtor covenants to perform all requirements of any

such supplemental indenture, No restriction or obligation imposed
upon the Debtor may, except as otherwise provided in this
Security Agreement, be walved or modified by such supplemental
indentures, or otherwise,

la02. Malvers ang Copsents by _Noteholders: Supplemental
Indentures with Noteholders' Consept.

Upon the waiver or consent of the holders of at least
66=2/3% in aggregate principal amount of the Notes (a) the Debtor
may take any action prohibited or omit the taking of any action
required, by any of the provisions of this Security Agreement
or any indenture supplemental hereto, or (b) the Debtor and
the Security Trustee may enter into an indenture or indentures
supplemental hereto for the purpose of adding, changing or
eliminating any provisions of this Security Agreement or of
any indenture supplemental hereto or modifying Iin any manner
the rights and obligations of the holders of the Notes and the
Debtor; provided, that no sucn waiver or supplemental indenture
shall (i) extend the time of payment (including any requirea
prepayment) of the principal of or the interest and premium,
if any, on any Note or reduce the principal amount thereof or
change the rate of interest thereon, (i1i) permit the creation
of any llen or security interest with respect to any of the
Collateral, without the consent of the holders of all the Notes
at the time outstanding, (iil) effect the deprivation of the
holder of any Note of the benefit of the security interest of
this Security Agreement upon all or any part of the Collateral
without the consent of such holder, (iv) reduce the aforesald
percentage of the aggregate principal amount of the Notes, the
holders of which are required to consent to any such waiver
or supplemental indenture pursuant to this Section, without
the consent of the holders of all of the Notes at the time
outstanding, or (v) modify the rights, duties or immunities
of the Security Trustee, without the consent of the holders
of all of the Notes at the time outstanding.
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1.03. Notice of Supplepental IpndenLures.

Promptly after the execution by the Debtor and the
Security Trustee of any supplemental indenture or agreement
pursuant to the provisions of Section 7.01 or 7.02 hereof, the
Security Trustee shall give written notice, setting forth in
general terms the substance of such supplemental indenture,
together with a conformed copy thereof, malled, first-class,
postage prepaid to each holder of the Notes and at the address
set forth in the Register., Any failure of the Security Trustee
to give such notice, or any defect therein, shall not, however,
in any way impair or affect the validity of such supplemental
indenture or agreement.

SECTION 8. INIERPRETATION QF THIS AGREEMENT.
Ba.01l. 1lerms Lefiped.

As used in this Security Agreement, the following terms
have the following respective meanings:

(a) The term "Affiliate" shall mean a Person (1)
which directly or indirectly through one or more intermediaries
controls, or is controlled by, or is under common control with,
the Company, (2) which beneficially owns or holds 5% or more
of any class of the vVoting Stock of the Company or (3) 5% or
more of the Voting Stock (or in the case of a Person which is
not a corporation, 5% or more of the equity interest) of which
is beneficially owned or held by the Company or a Subslidiary.
The term "control" means the possession, directly or indirectly,
of the power to direct or cause the direction of the management
and policies of a Person, whether through the ownership of voting
securities, by contract or otherwise,

(b) The term "Casuyaltiv_Qccurrence" shall have the
meaning specified in Section 11.2 of the Lease.

(c) The term "Casualtv ¥Yalue" shall have the meaning
specified in Section 11.6 of the Lease,

(d) The term "Cgllateral" is defined iIn the Granting
Clauses hereof.,
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(e) The term "Default" shall mean any event which
would constitute an Event of bDefault if any requirement in
connection therewith for the giving of notice, or the lapse
of time, or the happening of any further condition, event or
action has been satisfied,

(f) The term "Deliverv and Closing Date" is defined
in Section 6.05(c) hereof,

(g) The term "Deposit Date™ is defined in Recital
B hereof.

(h) The term “Egulpmeni" or Jltems _or Egujpment® shall
mean the railroad rolling stock described in Schedula A hereto,

together with any accessories, equipment, parts and appurtenances,
whether now onwed or hereafter acgquired, "Jltep" or
"Itewm of Egulpment" shall mean any one of said Items of

Equipment,

(i) The term "Escrowed Fupds"” is defined in Section
6.05(b) hereof.

(j) The term "Event of Default" 1s defined in Section
5.01 hereof,

(k) The term "Eixed_Repntal"™ shall have the meaning
specified 1In Section 2,1 of the Lease,.

(1) The term "]ndebtedpness._Hereby Secured"” shall
mean the Notes and all principal thereof and interest (and

premium, if any) thereon and all additional amounts and other
sums at any time due and owing from or required to be paid by
the Debtor under the terms of the Notes, this Security Agreement
or the Loan Agreement,

(m) The term "[gase" shall mean the Equipment Lease
dated as of September 30, 1978 between the Debtor, as lessor,
and Northern lnalana Public Service Company, an Indiana
corporation, as lessee, substantially in the form attached hereto
as Exhibit 2.

(n) The term "Lender" shall mean New England Mutual
Life Insurance Company, as the lender under the Loan Agreement,



(o) The term "Lessor's_Cosi"™ with respect to any
Item of Equipment shall mean the Lessor's Cost per lItem of
Equipment specified on Schedule A to the Lease,

{p) The term "[essee" shall mean Northern Indiana
Public Service Company, an Indiana corporation, and its
successors and assigns.

(g) The term "Lien" shall mean any interest in
Property securing an obligation owed to, or a claim by, a Person
other than the owner of the Property, whether such interest
is based on the common law, statute or contract, and including
but not limited to the security interest lien arising from a
mortgage, secuyrity agreement, encumbrance, pledge, conditional
sale or trust receipt or a lease, consignment or bailment for
security purposes. The term "[ien" shall include reservations,
exceptlions, encroachments, easements, rights~of-way, covenants,
conditions, restrictions, leases and other title exceptions
and encumbrances affecting Property. For the purposes of this
Agreement, a Person shall be deemed to be the owner of any
Property which it has acquired or holds subject to a conditional
sale agreement or other arrangement pursuant to which title
to the Property has been retained by or vested in some other
person for security purposes.

(r) The term "Loap Agreemepnt" shall mean the Loan
Agreement dated as of September 30, 1978, as amended from time
to time, between the Debtor and New England Mutual Life Insurance
Company.

(s) The terms "Loan Y¥alue" and "Qrigipal Loan Yalue"
of an Item of Equipment are defined in paragraph (¢) of Section
4,02 hereof,

(t) The terms "Ngofehglder" and "Hglder" shall mean
the registered owner 0f a Note,

(u) The term "Pavmept Date" is defined 1n Section
1.01 hereof,

(v) The term "Parpitted Encumbrances" shall mean,
with respect to any Item of Equipment, but only to the extent

applicable to such Item, (i) the right, title and interest of
the Lessee under the Lease, (ii) any liens thereon for taxes,
assessments, levies, fees and other governmental and similar
charges not due and payable where the amount or validity of
which 1is being contested in good faith by appropriate legal
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proceedings and the non-payment thereof does not adversely affect
the right, title and interest of the Security Trustee and (iii)
the right, title and interest of the Security Trustee under

this Security Agreement.

(w) The term "Persgn" shall mean an individual,
partnership, corporation, trust or unincorporated organization,
and a government or agency or political subdivision thereof,

{(x) The term "pPropertv" shall mean any interest in
any kind of property or asset, whether real, personal or mixed,
or tangible or intangible,

(y) The term "Beptals" shall mean, for any Iltem of
Equipment, the Fixed Rentals and Supplemental Rentals pavyable
for such Item pursuant to the Lease, and for all Items of
Equipment all such Fixed Rentals and Supplemental Rentals pavable
for the Equipment.

(z) The terms "Securitv" or "Securities"” shall have
the same meaning as in Section 2(i) of the Security Act of 1933,
as amended,

(aa) The term "Sybsidlary" of a corporation shall
mean any other corporation of which such corporation owns more
than 50% of the Voting Stock.

(bb) The term "Supplemental Reptals" shall mean all
amounts, liabilities and obligations which the Lessee assumes

or agrees to pay under the Lease including without limitation
insurance payments, 1f any, and payments of Casualty Value,
but excluding Fixed Rentals,

(cc) The term “"Yoting Stock"™ shall mean securities
of any class or classes of a corporation the holders of which
are ordinarily, in the absence of contingencies, entitled to
elect a majority of the corporate directors (or Persons
performing similar functions),

B.02. Accoupting Priongciples.

where the character or amount of any asset or liabillity
or item of income or expense is required to be determined or
any consolidation or other accounting computation is required
to be made for the purposes of this Security Agreement, this
shall be done 1n accordance with generally accepted accounting
principles at the time in effect, to the extent applicable,
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except where such principles are inconsistent with the
requirements of this Agreement,

8.Q3. DLDirectlyv _or lpndirectly.

Where any provision of this Security Agreement refers
to action to be taken by any Person or which such Person is
prohibited from taking, such provisions shall be applicable
whether sucn action is taken directly or indirectly by such
Person.,

8.04. Governing Law.

This Security Agreement and the Notes shall be governed
by and construed in accordance with Illinois law,

SECTION 9. MISCELLANEQUS.
9.01. Successocrs.and Assigns.

Whenever any of the parties hereto is referred to such
reference shall be deemed to include the successors and assigns
of such party; and all the covenants, premises and agreements
in this Security Agreement contained by or on behalf of the
Debtor or by or on behalf ot the Security Trustee, shall bind
and inure to the benefit of the respective successors and assigns
0f such parties whether so expressed or not.

2.02. PBartial lnvalidiry.

The unenforceability or invalidity of any provision
or provisions of this Security Agreement shall not render any
other provision or provisions herein contained unenforceable
or invalid. '

3.03. Commupnications.

All communications provided for herein shall be in
writinq and shall be deemed to have been given (unless otherwise
required by the specific provisions hereof in respect of any
matter) when delivered personally or when deposited in the united
States mail, certified mail, postage prepald, addressed as
follows:

If to the Debtor: No. 7 Rall Car Leasing Company
P.0O. Box 218
Chicago Heights, Illinols 60411
Attn: Vice President =« Finance



If to the Security Continental Illinois National Bank
Trustee: and Trust Company of Chicago,
as Trustee
231 South LaSalle Street
Chicago, Illinoils 60693
Attn: Corporate Trust Department

or to the Debtor or tne Security Trustee at such other address

as tne Debtor or the Security Trustee may designate by notice
duly glven in accordance with this Section to the other partlies.
Communications to the holder of a Note shall be deemed to have
been given (unless otherwise provided for by the specific
provisions hereof in respect of any matter) when delivered
personally or when dgeposited in tne United States mail, certified
mail, postage prepaid, addressed to such holder at 1its address
set forth in the Reglister,

2.04. Release.

The Security Trustee shall release this Security
Agreement and the security interest granted hereby by proper
instrument or instruments upon presentation of satisfactory
evidence that all Indebtedness Hereby Secured has been fully
paid or discharged, When to the knowledge of the Security
Trustee the Indebtedness Herepy Secuyred shall have been pald
in full, it shall advise the Lessee that the assignment of the
Lease as security hereunder is of no further force and effect,

9.05. Counferparts.

This Security Agreement may be executed, acknowledged
and delivered in any number of counterparts, each of such
counterparts constituting an original but all together only
one Security Agreement,

2.06. Headinds and Iable_of _Contents.

Any headings or captions preceding the text of the
several sections hereof and the Table of Contents are intended
solely for convenience of reference and shall not constitute
a part of this Security Agreement nor shall they affect its
meaning, construction or effect.



9.07. Effective Date.

This Security Agreement is dated as of the date
designated in the initial paragraph hereof for convenience of
identification and has been executed by the Debtor on the date
shown in the acknowledgement attached hereto, but is delivered
by the Debtor to the Security Trustee and becomes effective
on the date of issuance of the Notes to the Lender,

IN WITNESS WHEREOF, the Debtor has caused this Security
Agreement to be executed and the Security Trustee, in evidence
of its acceptance of the trusts hereby created, has caused this
Security Agreement to be executed on its behalf by one of its
trust officers ana its corporate seal to be hereunto affixed,
and sald seal and this Security Agreement to be attested by
one of its Assistant Secretaries, all as of the day and year
first above written,

NO. 7 RAIL CAR LEASING COMPANY

{CORPORATE SEAL] By

Its Vice President
ATTEST:

DEBTOR

Asst. Secretary

CONTINENTAL ILLINOIS NATIONAL BANK
AND TRUST COMPANY OF CHICAGO,
as lrustee

[{CORPORATE SEAL) By

Its Vice President
ATTEST;

A e lldhs SECURITY TRUSTEE
ust Officer




STATE OF ILLINOIS )
)SsS
COUNTY OF COOK )

on thils day of s 1978, before me
personally appeared Stanley D, Christianson and .
to me personally known, who being by me duly sworn, say that
they are, respectively, Vice President and Secretary
of NO. 7 RAIL CAR LEASING COMPANY, that one of the seals affixed
to the foregoing instrument is the corporate seal of said
corporation, that sald instrument was signed and sealed on behalf
of said corporation by authority of its Board of Directors;
and they acknowledged that the execution of the foregoing
instrument was the free act and deed of said corporation.

Notary Public
(SEAL]

My Commission Expires:

STATE OF ILLINOIS )

)SS
COUNTY OF COOK )
On this 224_ day of;;;E;faggéf 1978, before me
personally appeared TUge and __J.C. MULL, JR ,

to me personally Known, wno being by me duly sworn, say that
they are, respectively, Vice President and Trust Officer of
CONTINENTAL ILLINOIS NATIONAL BANK AND TRUST COMPANY OF CHICAGO,
as Trustee, that one of the seals affixed to the foregoing
instrument is the corporate seal of said corporation, that said
instrument was signed and sealed on behalf 0f sald corporation
by authority of its Board of Directors; and they acknowledged
that the execution of the foregoing instrument was the free

act and deed of said corporation.

Notary Public
[SEAL)

My Commission Expires:



RESCRIPIIQON QOF EQUIPMENT

DESCRIPTION: 110 Four Thousand Cubic Foot
100-Ton Capacity Unit Train
Gondola Cars

MANUFACTURER: Thrall Car Manufacturing Company

IDENTIFICATION MARKS AND
NUMBERS (BOTH INCLUSIVE: NORX922 Through NORX1031, both
inclusive

SCHEDULE A
(to Security Agreement=-Trust Deed)



NO. 7 RAIL CAR LEASING COMPANY

9=-5/8% SECURED NOTE

No., R~
S s 19

FOR VALUE RECEIVED, the undersigned, NO, 7 RAIL CAR
LEASING COMPANY, an Illinols corporation (the "Company"),
promises to pay to

NEW ENGLAND MUTUAL LIFE INSURANCE COMPANY
or registered assigns, the principnal amount of

together with interest from the date hereof until maturity on
the principal balance from time to time remaining unpaid hereon
at the rate of nine and five=eighths per cent (9=-5/8X) per annum
(computed on the basis of a 360-day vear of 12 consecutive 30~
day months) in installments as follows:

(1) one installment of interest only
for the period from and including the date
hereof to, but not including, the earlier
to occur of (x) the Delivery and Closing
Date, or (y) the Cut=0ff Date (as such terms
are defined in the Security Agreement
referred to below); and

(1i) 179 equal consecutive
installments, including both principal and
interest, each in the amount of $
tne first sucn installment to be paid one
month following the installment of interest
only referred to in clause (1) above and
the remaining such installments to be payable
at monthly intervals thereafter; and

EXHIBIT 1
(to Security Agreement=Trust Deed)



(11{) a final 1installment due and
pavyable one month following the payment
date of the final installment referred to
in clause (i1) above in an amount equal
to the entire balanceof principal and
interest remaining unpaid as of said date;

and to pay interest at the rate of ten and five=-eighths per

cent (10-5/8%) per annum on any overdue installment of principal
and (to the extent legally enforceable) on any overdue
installment of interest, from and after the maturity thereof,
whether by acceleration or otherwise, until paid.

All payments of principal of and interest on this Note
shall be made at the principal office of Continental Illinois
National Bank and Trust Company of Chicago, 231 South LaSalle
Street, Chicago, Illinois 60693, In coin or currency of the
United States of America which at the time of payment shall
be legal tender for the payment of public¢ and private debts,

This Note is one of the Secured Notes (the "Notes")
issued or to be Iissued pursuant to the Loan Agreement dated
as of September 30, 1978 (the "Loan Agreement"), entered into
by the Company with New England Mutual Life Insurance Company
(the "Lender") and is equally and ratably with sald other Notes
secured by that certain Security Agreement=Trust Deed dated
as of September 30, 1978 (the "Security Agreement") from the
Company to Continental Illinois National Bank and Trust Company
of Chicago, as Trustee (the "Security Trustee"),

This Note and the holder hereof are entlitled, equally
and ratably with the holders of all other Notes, to all of the
benefits and security provided for by or referred to in the
Loan Agreements and the Security Agreement and all supplemental
Security Agreements executed pursuant to the Loan Agreement
and the Security Agreement, to which instruments reference is
hereby made for a statement thereof, including a description
of the collateral, the nature and extent of the security and
the rights of the Security Trustee, the holder or holders of
the Notes and the Company in respect thereof.

The terms and provisions of the Security Agreement
and the rionts and obligations of the Company and the rights
of the holders of the Notes may be changed and modified to the
extent permitted by and as provided in the Security Agreement.

This Note is registered on the books of the Security



Trustee and is transferable only by surrender thereof at the
principal office of the Security Trustee duly endorsed or
accompanied by a written instrument of transfer duly executed
by the registered holder of this Note or his attorney duly
authorized in writing, Payment of or on account of principal,
premium, if any, and interest on this Note shall be made only
to or upon the order in writing of the registered holder.

This Note and any other Note outstanding under the
Security Agreement may be declared due prior to its and thelir
expressed maturity date all in the events, on the terms and
in the manner provided for in the Security Agreement, Certain
prepayments are required to be made hereon on the terms and
in the manner provided for in the Security Agreement,

NO. 7 RAIL CAR LEASING COMPANY

- By

Its Vice President

This 1s one of the Notes referred to in the within
mentioned Security Agreement.

Dated:

CONTINENTAL ILLINQUIS NATIONAL
BANK AND TRUST COMPANY OF
CHICAGO, as Trustee

By

Authorized Officer

THIS NOTE HAS NOT BEEN REGISTERED PURSUANT TQ THE
SECURITIES ACT OF 1933, AS AMENDED, OR THE SECURITIES LAW OF
ANY STATE, AND MAY BE OFFERED OR SOLD ONLY IF SO REGISTERED
OR IF AN EXEMPTION FROM SUCH REGISTRATION IS AVAILABLE,



EQUIPMENT LEASE

Dated as of September 30, 1978

between

NO., 7 RAIL CAR LEASING COMPANY
as Lessor

and

NORTHERN INDIANA PUBLIC SERVICE COMPANY
as Lessee

(110 Gondola Cars)

EXHIBIT 1
(to Security Agreement=Trust Deed)
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EQUIPMENI_LEASE_

THIS EQUIPMENT LEASE dated as of September 30, 1978
between NO., 7 RAIL CAR LEASING COMPANY, an Illinois corporation
(the "Lessor") and NORTHERN INDIANA PUBLIC SERVICE COMPANY,
an Indiana corporation (the "Lessee");

L LINESSELDLUM:

That for and iIn consideration of the premises and of
the rental to be paid and the covenants hereinafter mentioned
the parties hereby agree as follows:

SECTION 1. LEASE_AND DELIVERX QF EQUIPMENT.
d.01. Lease.

The Lessor 1s purchasing from THRALL CAR MANUFACTURING
COMPANY (the "Manufacturer") the items of railroad equipment
(collectively the "Equipment" and individually an "Item" or
"Item of Equipment") described i1n Schedule A attached hereto
and made a part hereof, bullt in accordance with the
specifications (the "Specifications") referred to in said
Schedule A, Upon delivery of each Item of Equipment and the
acceptance of such Item of Equipment as provided in Section
1.02 hereof, the Lessor shall lease and let such Item of
Equipment to the Lessee and the Lessee shall hire such Item
of Equipment from the Lessor for the rental and on and subject
to the terms and conditions herein set forth,

1.02. Inspection and Acceptance.

The Lessor will cause each Item of Equipment to be
tendered to the Lessee on the Term Lease Commencement Date
referred to in Section 2.01 hereof at the place of delivery
set forth in Schedule A, Upon such tender, the Lessee will
cause an inspector designated and authorized by the Lessee to
inspect the same, and, if such Item of Equipment is found to
conform to the Specifications, to accept delivery of such Item
of Equipment on said Term Lease Commencement Date and to execute
and deliver to the Lessor a Certificate of Acceptance 1in the



form attached hereto as Schedule B (the "Certificate of
Acceptance") with respect to such Items of Equipment,

1.03. Effect of Certificate of Acceptance.

The Lessee's execution and delivery to the Lessor of
a Certificate of Acceptance with respect to each Item of
Equipment shall conclusively establish, between Lessor and Lessee
(but without prejudice to any rights either may have against
the Manufacturer), that Lessee has inspected the Items of
Equipment covered thereby, that each such Item of Equipment
is acceptable to and accepted by the Lessee under this Lease,
notwithstanding any defect with respect to design, manufacture,
condition or in any other respect, and that such Item of
Equipment is in good order and condition and conforms to the
Specifications applicable thereto and to all applicable United
States Department of Transportatlion and Interstate Commerce
Commission requirements and specifications, 1f any, and to all
standards recommended by the Assoclation of American Railroads
applicable to railroad equipment of the character of the
Equipment., The execution and delivery of such Certificate of
Acceptance by the Lessee shall constitute a representation by
the Lessee that it has no knowledge of any such defect.

SECTION 2. RENTALS AND PAYMENT DAIES.
2.01. Rentals_for Eguipment.

The Lessee agrees to pay the Lessor for each Item of
Equipment leased hereunder one hundred eighty installments (180)
of rental ("Fixed Rental") payable monthly in arrears in the
amount set forth in Schedule A hereto, which installments shall
be payable on the same day of each and every month following
the date during the month of March, 1979 as the Lessor shall
designate as the Delivery and Closing Date under its Loan
Agreement dated as of September 30, 1978 with New England Mutual
Life Insurance Company as the Closing Date thereunder (which
date is hereinafter referred to as the "Term Lease Commencement
Date"), For purposes of determining the rentals and Casualty
Value payable under this Lease, the Lessor's Cost of an Item
of Equipment shall be equal to the invoice price thereof
certified as correct by the Lessee and the Lessor prior to the
delivery and acceptance of such Item hereunder.



2.02. PRlace of Paypent.

All payments provided for in thils Lease to be made
to the Lessor shall be made to the Lessor at Post 0ffice Box
218, Chicago Heights, Illinois 60411, or to such other party
or such other place as the Lessor or its assigns pursuant to
Section 16 hereof shall specify in writing,

22.03. NeL_lLeass.

This Lease 1s a net lease and the Lessee shall not
be entitled to any abatement of rent or reduction thereof,
including, but not limited to, abatements or reductions due
to any present or future clalms of the Lessee against the Lessor
under this Lease or otherwise or against any assignee of the
Lessor pursuant to Section 16 hereof, nor except as otherwise
expressly provided herein, shall this Lease terminate, or the
respective obligations of the Lessor or the Lessee be otherwise
affected, by reason of any defect in or falilure of title of
the Lessor to the Equipment or any defect in or damage to or
loss or destruction of all or any of the Equipment from any
cause whatsoever, the taking or requisitioning of the Equipment
by condemnation or otherwise, the lawful prohibition of the
Lessee's use of the Equipment, the interference with such use
by any governmental body, private person or corporation, the
invalidity or unenforceability or lack of due authorization
or other infirmity of this Lease, or lack of right, power or
authority of the Lessor to enter into this Lease, or for any
other cause whether similar or dissimilar to the foregoing,
any present or future law to the contrary notwithstanding, it
being the intention of the parties hereto that the rents and
other amounts paYable by the Lessee hereunder shall continue
to be payable in all events unless the obligation to pay the
same shall be terminated pursuant to Section 11 hereof, or until
the Equipment is surrendered pursuant to Section 13 hereof.



SECTION 3. JIERM. QE_IHE_LEASE.

The term of this Lease as to each Item of Equipment
shall begin on the date of the delivery to and acceptance by
the Lessee of such Item of Equipment and, subject to the
provisions of Section i1 hereof, shall terminate on the date
fifteen (15) years following the Term Lease Commencement Date,

SECTION 4. QWNERSHIP AND MARKING QF THE EQUIPMENI.
4.01. Retention of Title.

The Lessor, as between the Lessor and the Lessee, shall
and hereby does retain full legal title to the Equipment
notwithstanding the delivery thereof to and the possession and
use thereof by the Lessee,

4.02. DRuty to Number and Mark_Eguipment.

The Lessee will cause each Item of Equipment to be
kept numbered with its car number as set forth in Schedule A
hereto and will keep and maintain, plainly, distinctly,
permanently and conspicuously marked by a plate or stencil
printed 1in contrasting color upon each side of each Item of
Equipment in letters not less than one inch in height as follows:

"LL,eased from No. 7 Rail Car Leasing
Ccompany, as Lessor, and subject to

a Security Interest recorded with the
Interstate Commerce Commission"

with appropriate changes thereof and additions thereto as from
time to time may be required by law in order to protect the
title of the Lessor to such Item of Equipment, its rights under
this Lease and the rights of any assignee under Section 16
hereof., The Lessee will not place any such Item of Equipment

in operation or exercise any control or dominion over the same
until the required legend shall have been so marked on both
sides thereof and will replace promptly any such names and word
or words which may be removed, defaced or destroyed, The Lessee
will not change the car number of any Item of Equipment except
with the consent of the Lessor and in accordance with a statement
of new car numbers to be substituted therefor, which consent

and statement previously shall have been filed with the Lessor
by the Lessee and filed, recorded or deposited in all public
offices where this Lease shall have been filed, recorded or
deposited.



4.03. Prohibition Agalnst Certaln DesignatioQns.

Except as above provided, the Lessee will not allow
the name of any person, assocjiation or corporation to be placed
on the Equipment as a designation that might be interpreted
as a claim of ownership.

SECTION 5. QRISCLAIMER_OF WARRANIIES.

AS BETWEEN LESSOR AND LESSEE, THE LESSOR LEASES THE
EQUIPMENT, AS=IS WITHOUT WARRANTY OR REPRESENTATION EITHER
EXPRESS OR IMPLIED, AS TO (A) THE FITNESS OR MERCHANTABILITY
OF ANY ITEM OR ITEMS OF EQUIPMENT INCLUDING WITHOUT LIMITATION
THEIR VALUE, CONDITION, DESIGN OR OPERATION, (B) THE LESSOR'S
TITLE THERETO, (C) THE LESSEE'S RIGHT TO THE QUIET ENJOYMENT
THEREQOF, OR (D) ANY OTHER MATTER WHATSOEVER, IT BEING AGREED
THAT ALL SUCH RISKS, AS BETWEEN THE LESSOR AND THE LESSEE, ARE
TO BE BORNE BY THE LESSEE. The Lessor hereby appoints and
constitutes the Lessee its agent and attorney-in-fact during
the term of this Lease to assert and enforce, from time to time,
in the name and for the account of the Lessor and the Lessee,
as their interests may appear, but in all cases at the sole
cost and expense of the Lessee, whatever claims and rights the
Lessor may have as owner of the Equipment against the
Manufacturer pursuant to the Manufacturer's Warranty Agreement,
a copy of which is attached hereto as Schedule (,

SECTION 6. LESSEE'S INREMNITY.
6.01. Scope of Indemnity.

The Lessee shall defend, indemnify and save harmless
the Lessor and its successors and assigns from and against:

(a) any and all loss or damage of or to the
Equipment, usual wear and tear excepted, and

(b) any claim, cause of action, damages,
liability, cost or expense (including, without
limitation, counsel fees and costs in connection
therewith) which may be incurred in any manner by
or for the account of any of them ({) relating to
the Equipment or any part thereof, including, without
limitation, the design, construction, purchase,
delivery, installation, ownership, leasing or return
of the Equipment or as a result of the use,



maintenance, repalr, replacement, operation or the
condition thereof (whether defects are latent or
discoverable by the Lessor or by the Lessee), (ii)

by reason or as the result of any act or omission

of the Lessee for itself or as agent or attorney-in-
fact for the Lessor hereunder, (iii) as a result of
claims for patent infringements, or (iv) as a result
of claims for negligence or strict liability in tort,

6.02. Contipuatiopn of Indempities and Assumptions.

The indemnities and assumptions of liability in this
Section 6 contained shall continue in full force and effect
notwithstanding the termination of this Lease, or the termination
of the term hereof in respect of any one or more Items of
Equipment, whether by expiration of time, by operation of law
or otherwise; provided, however, that such indemnities and
assumptions of liability shall not apply in respect of any
matters referred to in subsection (a) or clause (i) or (i1)
of subsection (b) of Section 6,01 hereof, occurring after the
termination of this Lease, except for any such matters occurring
after the termination arising in connection with the Lessee's
assembling, delivering, or storing of the Equipment as provided
in Section 13 or 15, as the case may be. The Lessee shall be
entitled to control, and shall assume full responsibility for,
the defense of such claim or 1liability.

SECTION J. BULES..LAWS _AND REGULAIIQNS.

The Lessee agrees to comply with all governmental laws,
requlations, requirements and rules (including, without
limitation, the rules of the United States Department of
Transportation and the Interstate Commerce Commission) and the
current Interchange Rules or supplements thereto of the
Mechanical Division, Assocliation of American Railroads, as the
same may be in effect from time to time with respect to the
use, maintenance and operation of each Item of Equipment subject
to this Lease. In case any equipment or appliance should be
required to be changed or replaced, or in case any additional
equipment is required to be installed on such Item of Equipment
in order to comply with such laws, regulations, requirements
and rules, the Lessee agrees to make such changes, additions
and replacements at its own expense,



SECIION 8. USE_AND MAINTENANCE QOF EGUIPMENI.

The Lessee shall use the Equipment only in the United
States of America and only in the manner for which it was
designed and intended and so as to subject it only to ordinary
wear and tear. The Lessee shall, at its own cost and expense,
maintain and keep the Equipment in good order, condition and
repalr, ordinary wear and tear excepted, suitable for use in
interchange. The Lessee shall not change, modify or alter any
Item of Equipment nor make any additions or improvements to
any Item of Equipment without the prior written authority and
approval of the Lessor which shall not be unreasonably withheld;
provided, that the Lessor in its sole discretion may refuse
to approve any change, modification, alteration or installation
in or to any Item of Equipment (i) which 1s prohibited by any
governmental law, regulation, requirement or rule, (i1i) which
impairs the value of such Item or (i111) which impairs the use
of such Item in the service for which the Item was originally
designed, Any parts installed or replacements made by the Lessee
upon any Item of Equipment shall be considered accessions to
such Item of Equipment and title thereto shall be immediately
vested in the Lessor, without cost or expense to the Lessor.

SECIION 9. LIENS_ON THE EQUIPMENT.

The Lessee shall pay or satisfy and discharge any and
all claims against, through or under the Lessee and its
successors or assigns which, if unpaid, might constitute or
become a llien or a charge upon the Equipment, and any liens
or charges which may be levied against or imposed upon any Item
of Equipment as a result of the fallure of the Lessee to perform
or observe any of its covenants or agreements under this Lease,
but the Lessee shall not be required to pay or discharge any
such claims so long as it shall, in good faith and by appropriate
legal proceedings contest the validity thereof in any reasonable
manner which will not affect or endanger the title and interest
of the Lessor to the Equipment. The Lessee's obligation under
this Section 9 shall survive the termination of this Lease,

SECITION 10. EILING. PAYMENI QF FEES AND TAXES.
10.04. Eilding.

The Lessor will, at its sole expense, cause this Lease,
and the first security agreement and/or assignment, 1f any,

executed by the Lessor with respect to the Equipment or this
Lease to be duly filed, recorded or deposited with the Interstate



Commerce Commission in accordance with Section 20¢ of the
Interstate Commerce Act and in such other places within or
without the United States as the Lessor or any assignee pursuant
to Section 16 hereof determines 1s necessary or appropriate

for the protection of its title or the security interest of

the secured party under such security agreement and/or
assignment., The Lessee will, from time to time, do and perform
any other act and will execute, acknowledge, deliver, file,
register and record (and will refile, ree-register or re-=record
whenever required) any and all further instruments required

by law or reasonably requested by the Lessor, for the purpose
of protecting the Lessor's title to, or such secured party's
security interest in, the Equipment to the satisfaction of the
Lessor's or such secured party's counsel or for the purpose

of carrying out the intention of this Lease, and in connection
with any such action, will deliver to the Lessor proof of such
filings and an opinion of the Lessee's counsel that such action
has been properly taken, The Lessee willl pay all costs, charges
and expenses incident to any such filing, refiling, recording
and re=recording or depositing and redepositing of any such
instruments or incident to the taking of such action, except

In the case of £filings required by the first sentence of this
Section 10,01,

10.02. Payment of Taxes.

All payments to be made by the Lessee hereunder will
be free of expense to the Lessor for collection or other charges
and will be free of expense to the Lessor with respect to the
amount of any local, state, federal or foreign taxes (other
than any United States federal or state income tax [and, to
the extent that the Lessor receives credit therefor against
its United States federal income tax liability, any foreign
income tax]) payable by the Lessor in consequence of the receipt
of payments provided herein and other than the aggregate of
all franchise taxes measured by net income based on such
receipts, up to the amount of any such taxes which would be
payable to the state and city in which the Lessor has 1its
principal place of business without apportionment to any other
state, except any such tax which is in substitution for or
relieves the Lessee from the payment of taxes which it would
otherwise be obligated to pay or reimburse as herein provided),
assessments or license fees and any charges, fines or penalties
in connection therewith (hereinafter called "Impositions")
hereafter levied or imposed upon or in connection with or
measured by thils Lease or any sale, rental, use, payment,
shipment, delivery or transfer of title under the terms hereof,



all of which Impositions the Lessee assumes and agrees to pay
on demand in addition to the payments to be made by it provided
for herein. The Lessee will also pay promptly all Impositions
which may be imposed upon any Item of Equipment or for the use
or operation thereof or upon the earnings arising therefrom

or upon the Lessor solely by reason of its ownership thereof
and will keep at all times all and every part of such Item of
Equipment free and clear of all Impositions which might in any
way affect the title of the Lessor or result in a 1ien upon

any such Item of Equipment; provided, however, that the Lessee
shall be under no obligation to pay any Impositions so long

as It i{s contesting in good faith and by appropriate legal
proceedings such Impositions and the nonpayment thereof does
not, in the advance opinion of the Lessor, adversely affect

the title, property or rights of the Lessor hereunder, If any
Impositions shall have been charged or levied against the Lessor
directly and paid by the Lessor, the Lessee shall reimburse

the Lessor on presentation of invoice therefor. Prior to making
such payment, the Lessor shall promptly notify the Lessee of
the Impositions charged or levied, and the Lessee shall have
the opportunity to contest in good faith and by appropriate
legal proceedings such Impositions, at its sole expense,

In the event any reports with respect to Impositions
are required to be made on the basis of individual Items of
Equipment, the Lessee will either make such reports in such
manner as to show the Interests of the Lessor and any Assignee
in such Items of Equipment or notify the Lessor and such assignee
0of such requirement and make such reports in such manner as
shall be satisfactory to the Lessor and such assignee,

In the event that, during the continuance of this Lease,
any Imposition accrues or becomes payable or is levied or
assessed (or 1s attributable to the period of time during which
this Lease 1s in existence) which the Lessee is or will be
obligated to pay or reimburse, pursuant to this Section 10.02,
such liability shall continue, notwithstanding the expiration
of this Lease, until all such Impositions are paid or reimbursed
by the Lessee,



SECTION 11. INSURANCE: PAYMENT EOR_CASUALIY QCCURRENCE.
41.01. lnsurance.

Lessee agrees that it will at all times during the
term of this Lease and at its own cost and expense Kkeep each
Item of Equipment insured against 1o0ss by fire, windstorm and
explosion and with extended coverage and against such other
risks as are customarily insured against by companies owning
property of a similar character and engaged in a business similar
to that engaged in by Lessee at not less than the full insurable
value (actual replacement value less actual physical
depreciation) thereof and in any event not less than the Casualty
Value (as defined in Section 11.06 hereof) of such Item of
Equipment as of the next following Fixed Rental pavyment date,
and will maintain general public liability insurance with respect
to the Equipment against damage because of bodily injury,
including death, or damage to property of others, such insurance
to afford protection to the limit of not less than $25,000,000
in the aggregate in any one vear. Any such insurance may have
applicable thereto deductible provisions to no greater extent
than in effect for insurance coverage for egquipment similar
to the Equlpment owned by Lessee and may be carried under blanket
policies maintained by Lessee so long as such policies otherwise
comply with the provisions of this Section 11,01, All such
insurance shall cover the interest of Lessor, Lessee and any
assignees pursuant to Section 16 hereof in the Equipment or,
as the case may be, shall protect Lessor and Lessee In respect
of risks arising out of the condition, maintenance, use,
ownership or operation of the Equipment and shall provide that
losses, 1f any, in respect of the Equipment shall be payable
to Lessee and Lessor as their respective interests may appear;
provided, however, that upon receipt by Lessee of notice of
the assignment of this Lease and the rents and other sums payable
hereunder, as provided in Section 16 hereof, Lessee shall cause
the insurance on the Equipment to provide that the losses, if
any, shall be payable (except as provided below) to the assignee
specified in such notice (referred to in this Section 11 as
the "Secured Assignee") under a standard mortgage loss payable
clause satisfactory to Lessor and the Secured Assignee which
shall provide that the insurer thereunder waives all rights
of subrogation against Lessor, Lessee and the Secured Assignee,
that thirty days' prior written notice of cancellation shall
be given to the Secured Assignee and that such insurance as
to the interest of the Secured Assignee therein shall not be
invalidated by any act or neglect of Lessor or Lessee or by
any foreclosure or other remedial proceedings or notices thereof



relating to the Equipment or any interest therein nor by any
change in the title or ownership of the Equipment or any interest
therein or with respect thereto, or by the use or operation

of the Equipment for purposes more hazardous or in a manner

more hazardous than is permitted by such policy. No such policy
shall contain a provision relieving the insurer thereunder of
liabillity for any loss by reason of the existence of other
policies of insurance covering the Equipment against the peril
involved, whether collectible or not, The loss, if any, under
any policy covering the Equipment shall be adjusted with the
insurance companies by Lessee, subject to the approval of Lessor
and the Secured Assignee if the loss exceeds §75,000, The loss
so adjusted shall be paid to the Secured Assignee, if any,
pursuant to said loss payable clause unless said loss is $75,000
or less, in which case said loss shall be paid directly to
Lessee., All such policies shall provide that the loss, if any,
thereunder shall be adjusted and paid as provided in this Lease.
Lessee shall furnlish Lessor and the Secured Assignee, 1f any,
with certificates or other satisfactory evidence of maintenance
of the insurance required hereunder and with respect to any
renewal prior to the explration date of the original policy

or policies, All insurance provided for in this Section 11,01
shall be effected with insurance companies approved by Lessor
and the Secured Assignee, which approval shall not be
unreasonably withheld,

The proceeds of any insurance received by Lessor or
the Secured Assignee on account of or for any loss or casualty
in respect of any Item of Equipment shall be released to Lessee
either (1) upon a written application signed by the President,
any Vice President or the Treasurer of Lessee for the payment
of, or to reimburse Lessee for the payment of, the cost of
repairing, restoring or replacing the Item of Equipment which
has been lost, damaged or destroved (which application shall
be accompanied by satisfactory evidence of such cost and of
the completion of such repair, restoration or replacement),
or (ii) i1f this Lease 1s terminated with respect to such Itenm
of Equipment pursuant to Section 11,04 promptly upon payment
by Lessee of the Casualty Value to such Secured Assignee;
provided that, 1f Lessee is at the time of the application in
default in the payment of any other liability of Lessee to Lessor
hereunder, such proceeds shall be applied against such liability,



11.02. Dutv _of Lessee L9 NoLifyv Lessol.

In the event that any Item of Equipment shall be or
become lost, stolen, destroyed, or, in the opinion of the Lessee
(as evidenced by a certificate from Lessee's officer charged
with such matters and such other evidence as Lessor may
reasonably require for verification), irreparably damaged during
the term of this Lease, Including any renewal term hereunder,
or thereafter while the Item of Equipment is in the possession
of the Lessee pursuant to Section 13 or 15 hereof, or shall
be requisitioned or taken over by any governmental authority
under the power of eminent domain or otherwise during the tern
of this Lease, including any renewal terms hereunder (any such
occurrence, except for any reguisition which by its terms 1is
for a stated perjiod which does not exceed the term of this Lease,
being hereinafter called a "Casualty Occurrence"), the Lessee
shall promptly and fully (after it has knowledge of such Casualty
Occurrence) inform the Lessor and the Secured Assignee 1in regard
thereto and shall pay the Casualty Value (as defined in Section
11.06 hereof) of such Item in accordance with the terms hereof,

11.03. Payment for Casually _LQss.

In the event of a Casualty Occurrence with respect
to any Item of Equipment, the Lessee shall pay to the Lessor
(1) a sum equal to the Casualty Value of such Item of Equipment
as of the date of such payment, (i1i) the Fixed Rental installment
due on such payment date for such Item of Equipment, (iii)
interest, if any, due on late payments of rent with respect
to such Item of Equipment to the date of payment and (iv) all
other unpaid amounts due hereunder solely with respect to such
Item of Equipment. The payments required to be made by the
Lessee pursuant to this Section 11.03 shall be made to the Lessor
on the next succeeding Fixed Rental payment date unless such
Casualty Occurrence occurs less than 15 days prlor to the next
succeeding Fixed Rental payment date, in which case such payments
shall be made on either the next succeeding Fixed Rental paymernt
date or the second succeeding Fixed Rental payment date after
such Casualty Occurrence,

11.04. Bept_Tlermination.

Upon (and not until) payment of the Casualty Value
in respect of any Item or Items of Equipment, the obligation
to pay rent for such Item or Items of Equipment accruing
subsequent to the Casualty Value payment date shall terminate,
but the Lessee shall continue to pay rent for all other Items
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of Equipment.
11.05. DRisposition of Eguiopment.

The Lessee shall, as agent for the Lessor, dispose
of such Item or Items of Equipment having suffered a Casualty
Occurrence as soon as it is able to do so for the fair market
value thereof, Any such disposition shall be on an "as-is,
where=is" basis without representation or warranty, express
or implied, AsS to each separate Item of Equipment so disposed
of the Lessee may retaln all amounts arising from such
disposition plus any insurance proceeds and damages received
by the Lessee by reason of such Casualty Qccurrence up to the
Casualty Value attributable thereto and shall remit the excess,
if any, to the Lessor. In disposing of such Item of Equjipment,
the Lessee shall take such action as the Lessor shall reasonably
request to terminate any contingent liability which the Lessor
might have arising after such disposition from or connected
with such Item of Equipment,

11.06. Casualty. Yalue.

The "Casualty Value" of each Item of Egquipment shall
be an amount determined as of the date the Casualty Value {s
paid as provided in this Section 11 (and not the date of the
Casualty Occurrence) equal to that percentage (set forth in
the Schedule of Casualty Value attached hereto as Schedule D
opposite such date of payment) of the Lessor's Cost (as set
forth in Schedule A hereto) of such Item of Equipment,

11.07. Risk of Loss.

The Lessee shall bear the risk of loss and, except
as hereinabove in this Section 11 provided, shall not be released
from its obligations hereunder in the event of any Casualty
Occurrence to any Item of Equipment from and after the date
hereof and continuing until payment of the Casualty Value and
Fixed Rental installment due on and prior to the date of payment
of such Casualty Value in respect of such Item of Equipment
has been made, such Item or the salvage thereof has been disposed
of by the Lessee and the title to such Item or the salvage
thereof and all risk of loss and liabilities incident to
ownership have been transferred to the purchaser of such Item
or the salvage thereof.
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In the event that during the term of this Lease the
use of any Item of Equipment is requisitioned or taken by any
governmental authority under the power of eminent domain or
otherwise for an indefinite period or for a stated period which
does not exceed the term of this Lease, the Lessee's obligation
to pay rent shall continue for the duration of such
requisitioning or taking., The Lessee shall be entitled to
receive and retain for its own account all sums payable for
any such period by such governmental authority as compensation
for requisition or taking of possession to an amount equal to
the rent pald or pavable hereunder for such perliod, and the
balance, i{f any, shall be pavable to and retained by the Lessor
as its sole property.

SECIION 12. RERORIS.
12.01. Einapcial Reporis.

Lessee will furnish to Lessor and any assignee of the
Lessor pursuant to Section 16 hereof (and, with respect to (1)
below, to the Securities vValuation Office of the National
Association of Insurance Commissioners, 67 Wall Street, New
York, New York 10005) or to such other person as Lessor shall
designate:

(i) as soon as available, but in no
event more than ninety days after the close
of each fiscal year of Lessee commencing
with the year 1978, Lessee's complete annual
financial report for the preceding fiscal
vear, all in reasonable detail, prepared
and certified by independent certified public
accountants of recognized national standing
selected by Lessee}

(11) as soon as available, but in
no event more than fortye=five (45) days
after the close of each quarterly perlod
for each fiscal vear (other than the last
quarterly period for such fiscal year) of
the Lessee the balance sheet of the Lessee
as at the end of such period and an income
and retained earnings statement of the Lessee
for the portion of such fiscal year ending
with such period; and



(111) such other reports and
information as Lessor may reasonably require
concerning the Equipment or the financlial
condition of Lessee, including, but not
limited to, the status of the maintenance,
use and condition of the Equipment and the
compliance by Lessee with the terms and
conditions of this Lease,

12.02. Duty of Lessee to Furnish.

On or before January 31 in each year throughout the
term of this Lease, commencing with the year 1979, the Lessee
will furnish to the Lessor and any assignee of the Lessor
pursuant to Section 16 hereof an accurate statement, as of the
preceding December 31 signed by a duly authorized officer of
the Lessee (a) showing the amount, description and numbers of
the Items of Equipment then leased hereunder, the amount,
description and numbers of all Items of Equipment that may have
suffered a Casualty Occurrence during the preceding 12 months
(or since the date of this Lease, in the case o0f the first such
statement), and such other information regarding the condition
or repair of the Equipment as the Lessor may reasonably request,
(b) stating that, in the case 0f all Equipment repainted during
the period covered by such statement, the markings required
by Section 4.02 hereof shall have been preserved or replaced
and (c¢) stating that all Equipment is on the date of such
certificate in operation and is in all respects maintained in
accordance with the terms of said Lease, except for such Items
of Equipment as are speclifically excluded from such statement
in said certificate,

12.03. Lessor's.lnspection Ridghts.

The Lessor and any assignee of the Lessor pursuant

to Section 16 hereof each shall have the right, at its sole
cost and expense, by its authorized representative, to inspect
the Equipment and the Lessee's records with respect thereto,

at such times as shall be reasonably necessary to confirm to
the Lessor or, as the case may be, such assignee, the existence
and proper majintenance thereof during the continuance of this
Lease, Lessee shall, whenever requested by the Lessor or any
such assignee, promptly advise Lessor or such assignee of the
exact location of the Equipment insofar as may be practicable,
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SECTION 13. RETURN OF EQUIPMENT UPRON EXRIRATIQON OF TERM.

Upon the expiration of the term of this Lease with
respect to any Item of Equipment, the Lessee will, at its own
cost and expense, at the request of the Lessor, deliver
possession of such Item of Equipment to the Lessor upon such
storage tracks as the Lessor may designate in the state of
Indiana or Illinois, or in the absence of such designation,
as the Lessee may select having given 30 days' prior written
notice to the Lessor or the Lessee will immediately upon the
expiration of the term of the lease deliver each 1tem of
Equipment to a connecting carrier for shipment, all as directed
by the Lessor upon not less than 10 days' written notice to
the Lessee, The assembling and delivery of each such Item 1is
to be at the risk and expense of the Lessee, The assembling
and delivery of the Equipment as hereinbefore provided are of
the essence of this Lease, and upon application to any court
of equity having jurisdiction in the premises the Lessor shall
be entitled to a decree against the Lessee requiring specific
performance of the covenants of the Lessee to sO assemble and
deliver the Equipment,

SECTION 14. DREEAULI.
44.01. Exents_ of Default.

Any of the following events shall constitute an Event
of Default hereunder:

(a) The Lessee shall fail to make when due
payment of any part of the rental or other sums
provided in Section 2 or 11 hereof and the fallure
to make any such payment shall continue for more than
five days (provided, however, that the Lessee shall
be entitled to an additional five-day grace period
with respect to any two Fixed Rental payments which
become due during any "lease year" (which shall mean,
for the purposes hereof, the 12=month period commencing
with the Term Lease Commencement Date and each of
the succeeding 12-month periods thereafter during
the term of this lease)l); or

w]lf=



(b) The Lessee shall make or permit any
unauthorized assignment or transfer of this Lease,
or of possession of the Equipment, or any portion
thereof; or

(c) The Lessee shall fail to observe or perform
any other of the covenants, conditions and agreements
on the part of the Lessee contalned herein and such
failure shall continue for thirty days after written
notice thereof has been given by the Lessor to the
Lessee; or

(d) Any representation or warranty made by the
Lessee herein or in any statement or certificate
furnished to the Lessor or its assigns pursuant to
or in connection with this Lease 1s untrue in any
material respect as of the date of issuance or making
thereof; or -

(e) Default or the happening of any event shall
occur under any evidence of indebtedness of the Lessee
for borrowed money or under any indenture, agreement
or similar instrument under which indebtedness of
the Lessee for borrowed money may be issued and such
default shall continue, 1In the case of any such
indebtedness, beyond the period of grace, if any,
allowed with respect thereto or, in the case of any
such indenture, agreement or similar instrument, for
a period of time sufficient to permit the acceleration
of any indebtedness of the Lessee outstanding
thereunder; or

(£) 7The Lessee shall become insolvent or bankrupt
or admit in writing its inability to pay its debts
as they mature or shall make an assignment for the
beneflt of its creditors; or

(g) Bankruptcy, reorganization, arrangement
or insolvency proceedings or other proceedings for
relief under any bankruptcy or similar law or laws
for the relief of debtors shall be instituted by or
against Lessee; or Lessee shall permit or there shall
occur any involuntary transfer of its interest
hereunder or of all or substantially all of Lessee's
property by bankruptcy or by the appointment of a
receiver or trustee or by execution or by any judicial
or administrative decree or process or otherwise;
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unless in every such case such proceedings (if .
instituted against the Lessee) shall be dismissed

or such assignment, transfer, decree or process shall
within 60 days from the filing or other effective

date therein be nullified, stayed or otherwise rendered
ineffective, or unless any such receiver or trustee

shall within 60 days from the date of his appointment

adopt and assume this Lease pursuant to due authority

of law and of the court appointing him,

14.02. BRemedies.

If any Event of Default has occurred‘and is continuing,
the Lessor, at its option, may:

(a) Proceed by appropriate court action or
actions, either at law or in equity, to enforce
performance by the Lessee of the applicable covenants
of this Lease or to recover damages for the breach
thereof; or

(b) By notice in writing to the Lessee, terminate
this Lease, whereupon all right of the Lessee to the
use of the Equipment shall absolutely cease and
terminate as though this Lease had never been made,
but the Lessee shall remain liable as hereinafter
provided; and thereupon, the Lessor may by its agents
enter upoh the premises of the Lessee or other premises
where any of the Equipment may be located and take
possession of all or any of such Equipment and
thenceforth hold, possess and enjoy the same free
from any right of the Lessee, or its successors or
assigns, to use the Equipment for any purpose whatever,
but the Lessor, shall, neverthless, have a right to
recover from the Lessee any and all amounts which
may have accrued to the date of such termination
(computing the rental for any number of days less
than a full rental period by multiplying the rental
for such full rental period by a fraction of which
the numerator is such number of days and the
denominator is the total number of days in such full
rental period) and also to recover forthwith from
the Lessee (1) as damages for loss of the bargain
and not as a penalty, a sum, with respect to each
Item of Equipment, which represents the excess of
the present worth, at the time of such termination,
of all rentals for such Item which would otherwise
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have accrued hereunder from the date of such
termination to the end of the term of this Lease over
the then present worth of the then fair rental value
of such Item for such period computed by discounting
from the end of such term to the date of such
termination rentals which the Lessor reasonably
estimates to be obtainable for the use of such Item
during such period, such present worth to be computed
in each case on a basis of a 6X per annum discount,
compounded monthly from the respective dates upon
which rentals would have been payable hereunder had
this Lease not been terminated, and (11) any damages
and expenses, other than for a failure to pay rental,
in addition thereto, including reasonable attorneys'
fees, which the Lessor shall have sustained by reason
of the breach of any covenant or covenants of this
Lease other than for the payment of rental,

14.03. Cunulative Bemedies.

The remedies in this Lease provided in favor of the
Lessor shall not be deemed exclusive, but shall be cumulative
and shall be in addition to all other remedies in its favor
existing at law or in equity. The Lessee hereby walves any
mandatory requlirements of law, now or hereafter in effect, which
might limit or modify any of the remedies herein provided, to
the extent that such walver 1ls permitted by law, The Lessee
hereby waives any and all existing or future claims of any right
to assert any offset against the rent payments due hereunder,
and agrees to make the rent payments regardless of any offset
or claim which may be asserted by the Lessee on its behalf in
connection with the lease of the Egquipment,

14.04. Lessor's Fallure Lo Exercise Righbts.

The failure of the Lessor to exercise the rights
granted it hereunder upon any occurrence of any of the
contingencies set forth herein shall not constitute a walver
of any such right upon the continuation or recurrence of any
such contingencies or similar contingencies.



SECTION 15. RETURN QF EQUIPMENT UPON DEFAULT.
18.01. Lessee's Duty to Returp.

If the Lessor or any assignee of the Lessor pursuant
to Section 16 hereof shall terminate this Lease pursuant to
Section 14 hereof, the Lessee shall forthwith deliver possession
of the Equipment to the Lessor. For the purpose of delivering
possession of any Item of Equipment to the Lessor as above
required, the Lessee shall at its own cost, expense and risk
(except as hereinafter stated):

(a) Forthwith assemble and place such Equipment
on such storage tracks In the states of Indiana or
Illinois as the Lessor may designate or, in the absence
of such designation within a reasonable time, as the

"Lessee may select;

(b) Provide storage for such Equipment on such
tracks for a period not exceeding 180 days after
written notice has been given to the Lessor specifying
the place of storage and the car numbers of the Items
of Equipment so stored; and

(c) Deliver any Items of Equipment at any time
within such 180 days' period, to any connecting carrier
on tracks at any place within Indiana or Illinois
for shipment, all as the Lessor may direct in writing.

13.02. Speclfic Performance. .

The assembling, delivery, storage of the Equipment
as hereinbefore provided are of the essence of this Lease, and
upon application to any court of equity having jurisdiction
in the premises, the Lessor shall be entitled to a decree against
the Lessee requiring specific performance of the covenants of
the Lessee s0 to assemble, deliver and store the Equipment,

15.,03. Lessor appointed Lessee's Agent.

Without in any way limiting the obligations of the
Lessee under the foregoing provisions of this Section 15, the
Lessee hereby irrevocably appoints the Lessor as the agent and
attorney of the Lessee, with full power and authority, at any
time while the Lessee is obligated to deliver possession of
any Items of Equipment to the Lessor, to demand and take
possession of such Item in the name and on behalf of the Lessee
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from whomsoever shall be at the time in possession of such Item,

SECTION 16. ASSIGNMENIS BX LESSQR.

This Lease and all rent and other sums due and to become
due hereunder may be assigned in whole or in part by the Lessor
without the consent of the Lessee, but the Lessee shall be under
no obligation to any assignee of the Lessor except upon written
notice of such assignment from the Lessor. Upon notice to the
Lessee 0of any such assignment the rent and other sums payable
by the Lessee which are the subject matter of the assignment
shall be paid to or upon the written order of the assignee,

No such assignee shall be bound by or obligated to perform or
see to the performance of any duty, covenant or condition or
warranty (express or implied) made by the Lessor or required

to be observed or performed by the Lessor under any of the terms
hereof, but on the contrary, the Lessee by its execution hereof,
acknowledges and agrees that notwithstanding such assignment
each and all of such covenants and agreements of the Lessor

and all representations and warranties shall survive such
assignment and shall be and remain the sole liability of the
Lessor, Without limiting the foregoing, the Lessee further
acknowledges and agrees that (i) the rights of any such assignee
in and to the sums payable by the Lessee under any provisions

of this Lease shall not be subject to any abatement whatsoever,
and shall not be subject to any defense, setoff, counterclaim

or recoupment whatsoever whether by reason of fallure of or
defect in the Lessor's title, or any interruption from whatsoever
cause (other than from a wrongful act of such assignee) in the
use, operation or possession of the Equipment or any part
thereof, or any damage to or loss or destruction of the Equipment
or any part thereof, or by reason of any other indebtedness

or liability, howsoever and whenever arising, of the Lessor

to the Lessee or to any other person, firm or corporation or

to any governmental authority or for any cause whatsoever, it
being the intent hereof that, except in the event of a wrongful
act on the part of such assignee, the Lessee shall be
unconditionally and absolutely obligated to pay such assignee
all of the rents and other sums which are the subject matter

of the assignment, and (ii) the assignee shall have the sole
right to exercise all rights, privileges and remedies (either

in its own name or in th name of the Lessor for the use and
benefit of such assignee) which by the terms of this Lease are
permitted or provided to be exercised by the Lessor,



SECTION 11. ASSIGNMENIS BY LESSEE: USE_AND _PQSSESSION.
12.01. Lessee's Rights to the Eguipment.

So long as the Lessee shall not be in default under
this Lease, the Lessee shall be entitled to the possession and
use of the Equipment in accordance with the terms of this Lease,
but, without the prior written consent of the Lessor, the Lessee
shall not assign, transfer or encumber its leasehold interest
under this Lease in any of the Equipment except pursuant to
and in accordance with the provisions of Section 17.02 hereof,
The Lessee shall not, without the prior written consent of the
Lessor, part with the possession or control of, or suffer or
allow to pass out of its possession or control, any of the
Equipment, except to the extent permitted by the provisions
of Section 17,02 hereof,

42.02. Use_and Possessiqn By Lessee.

So long as the Lessee shall not be in default under
this Lease, the Lessee shall be entitled to and shall have the
exclusive use and possession of the Equipment, The Lessee agrees
that the Equipment will be used exclusively within the
continental United States, The Lessee agrees that it will not
assign this Lease or any of its rights hereunder or sublease
any Item of Equipment; provided, however, that nothing contained
in this Lease shall be deemed to prevent use of any Item of
Equipment by others exclusively in the continental United States
in the usval interchange of traffic. Notwithstanding the
foregoing sentence the Lessee may sublease the Equipment or
any substantial part thereof in the event that the use of such
Equipment, in the good faith judgment of the Lessee as determined
by its Board of Directors, is no longer economical, provided
that (i) no Event of Default under the Lease shall have occurred
and be continuing and no event shall have occurred and be
continuing which, with the lapse of time or the giving of notice,
or both, would constitute an Event of Default under the Lease
and (i1) the sublessee shall agree in writing to comply with
all the terms and provisions of thls Lease during the period
of said sublease and to use such Equipment in the same manner
and for the same purposes as the Lessee, NoO such permitted
use or sublease shall relieve the Lessee 0of any of the
obligations, liabilities or duties hereunder, which shall be
and remain those of a principal and not a surety. The Lessee
may receive and retain for its own account such compensation
for the use or sublease of the Equipment by others as the Lessee
may determine,



11.03. Marger. Consglidation or Acguisition of Lessee.

Nothing in this Section 17 shall be deemed to restrict
the right of the Lessee to assign or transfer its leasehold
interest under this Lease in the Equipment or possession of
the Equipment to any corporation (which shall have duly assumed
the obligations hereunder of the Lessee by written instrument
delivered to the Lessor) into or with which the Lessee shall
have become merged or consolidated or which shall have acquired
all or substantially all of the property of the Lessee, provided
that such assignees, successors or transferees will not, upon
the effectiveness of such merger or consolidation or acquisition
of properties, be in default under any provision of this Lease
and that such merger or consolidation or acquisition of
properties shall not alter in any way the Lessee's obligations
to the Lessor hereunder which shall be and remain those of a
principal and not a surety,

SECIION 18. CERIIEICATIE QOF QFEICERS QF LESSEE_ANR QPINION _QF
COUNSEL_EQR_LESSEE. :

18.01. Lesseels Certificate.

Concurrently with the delivery and acceptance of the
first Item of Equipment hereunder, and upon any assignment by
the Lessor to any assignee pursuant to Section 16 hereof, the
Lessee will deliver to the Lessor and/or any such assignee a
certificate of a Vice President of the Lessee, addressed to
the Lessor and/or any such assignee in scope and substance
satisfactory to such parties, to the effect that:

(a) The Lessee is a corporation legally
incorporated and validly existing, in good standing,
under the laws of the State of Indiana;

(b) The Lessee has the corporate or other power
and authority to own its property and carry on its
business as now being conducted and is duly qualified
to do business as a forelgn corporation in all states
in which such gualification is necessary to carry
out the terms of the Lease;
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{c) This Lease has been duly authorized, executed
and delivered by the Lessee and constitutes the valid,
legal and binding agreement of the Lessee enforceable
in accordance with its terms except as limited by
bankruptcy, insolvency or similar laws of general
application affecting the enforcement of creditors'
rights generally;

(d) No approval, consent or withholding of
objection is required from any public regulatory body
(including, without limitation, the Public Service
Commission of Indiana) with respect to the entering
into or performance by the Lessee 0f the Lease;

(e) The execution and delivery by the Lessee
of the Lease does not violate any provision of any
law, any order of any court or governmental agency,
the Charter or By~laws of the Lessee, or any indenture,
agreement, or other instrument to which the Lessee
is a party or by which 1it, or any of its property
is bound, and will not be in conflict with, result
in the breach of, or constitute (with due notice and/or
lapse of time) a default under any such f{ndenture,
agreement or other instrument, or result in the
creation or imposition of any lien, charge or
encumbrance of any nature whatsoever upon any of the
property or assets of the Lessee, except as
contemplated and permitted hereby;

(f) Except as heretofore disclosed in writing
to Lessor and its assignee pursuant to Section 16
of this Lease, if any, there is no action, suit or
proceeding pending nor, to the knowledge of such
officer, is there any basis for, or is any such action,
suit or proceeding threatened against or affecting,
the Lessee at law or in equity before any federal,
state or local governmental authority or agency which,
if adversely determined, would result in any material
adverse change in the property or assets or in the
condition, financial or otherwise, 0f the Lessee or
would impair its abllity to perform its obligations
under this Lease; and
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(g) As to any other matters which the Lessor
shall reasonably request,

18.02. Qeinions._of Counsel.

At the commencement of the term of this Lease and
upon any assignment by the Lessor to any assignee pursuant to
Section 16 hereof, the Lessee will deliver to the Lessor the
written opinion of Messrs. Eichhorn, Morrow and Eichhorn, counsel
for the Lessee, addressed to the Lessor and/or to any such
assignee under Section 16 hereof, in scope and substance
satisfactory to the Lessor, covering the matters referred to
in paragraphs (a) through (f), inclusive, of Section 18.01 and
as to any other matters which the Lessor shall reasonably
request.

SECTION 13. INIEREST ON QVERDUE RENTALS AND AMQUNTS PAID BX
LESSQR.

Anything to the contrary herein contained
notwithstanding, any nonpayment of rentals due hereunder, or
amounts expended by the Lessor on behalf of the Lessee, shall
result in the additional obligation on the part of the Lessee
to pay also an amount equal to 12X per annum (or the lawful
rate, whichever is less) on the overdue rentals and amounts
expended for the period of time during which they are overdue
or expended and not repalid,

SECTION 20. MISCELLANEQUS.
20.01. Limitations of Liability.

It is expressly understood and agreed by and between
the parties hereto, anything herein to the contrary
notwithstanding, that no liability or responsibility is assumed
by nor shall at any time be asserted or enforceable against
any incorporator or any past, present or future subscriber to
the capital stock of, the Lessor, on account of this Lease or
on account of any representation, covenant, undertaking or
agreement of the Lessor in this Lease contained, either express
or implied, all such liability, if any, being expressly waived
and released by the Lessee herein and by all persons claiming
by, through or under the Lessee; excepting, however, that the
Lessee or any person claiming by, through or under it, making
claim hereunder, may look to the Equipment for satisfaction



of the same subject to the riéhts of New England Mutual Life
Insurance Company or its assignee under the Loan Agreement,

20.02. MNotiges.

Any notice required or permitted to be given by either
party hereto to the other shall be deemed to have been given
when deposited in the United States certified malls, first class,
postage prepalid, addressed as follows:

If to the Lessor: NO, 7 RAIL CAR LEASING COMPANY
P.,0. Box 218
Chicago Heights, Illinois 60411
Attention: Vice President = Finance

If to the Lessee: NORTHERN INDIANA PUBLIC SERVICE COMPANY
5265 Hohman Avenue
Hammond, Indiana 46320
Attention: Vice President =~ Gas Operations
and Fuel Procurement

or addressed to either party at such other address as such party
shall hereafter furnish to the other party in writing,

20.03. Right _gf Lessor.to Perform.

If the Lessee shall fail to comply with any of its
covenants herein contained, the Lessor may, but shall not be
obligated to, make advances to perform the same and to take
all such action as in the Lessor's opinion may be necessary
to obtain such performance, All payments so made by the Lessor
and all costs and expenses (including, without limitation,
reasonable attorneys' fees and expenses) incurred in connection
therewith shall be payable by the Lessee to the Lessor upon
demand as additional rent hereunder, with interest at the rate
of 12X per annum.

20,04, Execution ipn._cCounterparts.

This Lease, and any lease supplemental hereto, may
be executed In several counterparts, each of which so executed
shall be deemed to be an original and in each case such
counterparts shall constitute but one and the same instrument.
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20,05. Law_Goverping.

This Lease shall be construed in accordance with the
laws of the State of Indlana; provided, however, that the parties
shall be entitled to all rights conferred by any applicable
Federal statute, rule or regulation,

20.06. Headinds and Table of Coptents.

All Section headings and the Table of Contents are
inserted for convenience only and shall not affect any
construction or interpretation of this Lease,

20,07. Severability.

Any provision of this Lease which is prohibited or
unenforceable in any Jjurisdiction shall be as to such
jurisdiction ineffective to the extent of such prohibition or
unenforceability without invalidating the remaining provisions
hereof, and any such prohibition or unenforceability in any
jurisdiction shall not invalidate or render unenforceable such
provisions in any other jurisdiction,

IN WITNESS WHEREOF, the partles hereto have caused
this Lease to be executed by their respective officers thereunder
duly authorized and the corporate seals to be hereto affixed
as of the day and vear first above written,

NORTHERN INDIANA PUBLIC SERVICE
COMPANY

{CORPORATE SEAL]

By
ATTEST: Vice President Lessee

Assistant Secretary

NO. 7 RAIL CAR LEASING COMPANY

{CORPORATE SEAL]}

By
ATTEST: Vice President Lessor

Assistant Secretary



STATE OF ILLINOIS )
) SS
COUNTY OF COOK )

On this ... day of s 1978 before me personally
appeared s to me personally known, who
being by me duly sworn, says that he is a Vice President of
No. 7 Rail Car Leasing Company, that one of the seals affixed
to the foregoing is the corporate seal of said corporation,
that said instrument was signed and sealed on behalf of said
corporation by authority of its Board of Directors, and he
acknowledged that the execution of the foregoing instrument
was the free act and deed of said corporation.

Notary Public

(SEAL)

My commission Expires:

STATE OF INDIANA )
) Ss.
COUNTY OF )

on this _____day of _ __ __ ___y 1978 before me personally
appeared s to me personally Known, who
being by me duly sworn, says that he is a Vice President of
Northern Indiana Public Service Company, that one of the seals
affixed to the foregoing instrument is the corporate seal of
sald corporation, that said instrument was signed and sealed
on behalf of said corporation by authority of its Board of
Directors, and he acknowledged that the execution of the
foregoing instrument was the free act and deed of said
corporation,

Notary Public
(SEAL)

My Commission Expires: of




SCHEDULE A
(EQUIPMENT LEASE DATED AS OF SEPTEMBER 30, 1978)

DESCRIPTION QF ITEMS QF EQUIPMENT

MANUFACTURER: Thrall Car Manufacturing Company
PLANT OF MANUFACTURER: Chicago Heights, Illinois
DESCRIPTION OF EQUIPMENT: 110 Four Thousand Cublc Foot

100-Ton Capacity Unit Train
Gondola Cars

SPECIFICATIONS: GN=100-46-203
CAR NUMBERS: NORX992 through NORX1031, botnhn
inclusive

APPROXIMATE LESSOR'S COST PER § 35,000
ITEM OF EQUIPMENT:

DELIVER TO: Northern Indiana Public Service
Company

PLACE OF DELIVERY: Gary, Indiana

ESTIMATED DELIVERY DATE: March, 1979

OUTSIDE DELIVERY DATE: March 31, 1979

FIXED RENTAL PAYMENTS: An amount per month equal to

0.82264% of the Lessor's Cost of each
Item of Equipment



SCHEDULE B
(Equipment Lease dated as of September 30, 1978)

CERIIFICATE QFE ACCERTANCE

TO: No. 7 Rail Car Leasing Company ("Vendee®)
Thrall Car Manufacturing Company ("Manufacturer®)

I, a duly appointed inspector and authorized
representative of NORTHERN INDIANA PUBLIC S6ERVICE COMPANY
("Lessee") and of the above named Vendee, do hereby certify
that I have inspected, received, approved and accepted delivery
on behalf of the Lessee and under the Equipment Lease dated
as of September 30, 1978 between the Vendee and the Lessee,
and on behalf of the Vendee under the purchase order between
the Manufacturer and the Vendee, 0of the following Items of
Equipment ("Equipment"):

TYPE OF EQUIPMENT: Four thousand cublic foot 100=ton
capacity Unit Train Gondola Cars

MANUFACTURER: Thrall Car Manufacturing Company
PLACE ACCEPTED:

DATE ACCEPTED:

NUMBER OF ITEMS:

CAR NUMBERS:

I do further certify that the foregoing Equipment {is
in good order and condition and conforms to the Specifications
applicable thereto, and at the time of delivery to thé Lessee
there was plainly, distinctly, permanently and conspicuously
marked in contrasting colors upon each side of each Item of
Equipment the following legend in letters not less than one
inch in height:

"Leased from No, 7 Rall Car Leasing Company,
as Lessor, and subject to a security interest
recorded with the Interstate Commerce
Commission,"



The execution of thils Certificate will in no way relieve
or decrease the responsibility of the Manufacturer of the
Equipment for warranties it has made with respect to the
Equipment, :

Inspector and Authorized
Representative of Lessee
and Vendee



SCHEDULE C
(Equipment Lease Dated as of September 30, 1978)

HABRANIX AGREEMENT

THIS AGREEMENT dated as of September 30, 1978, between
NO. 7 RAIL CAR LEASING COMPANY, an Illinoils corporation
("Vendee"), and THRALL CAR MANUFACTURING COMPANY, a Delaware

corporation (“"Vendor"):;

WITNESSETH:

WHEREAS, the Vendee has agreed to purchase 110 units
of railroad equipment described as 4,000 cubic foot 100-ton
capacity unit train Gondola Cars built in accordance with
specifications GN-100-46«203 and conform to all applicable United
States Department of Transportation and Interstate Commerce

Commission requirements and specifications; and

WHEREAS, the Vendee and Vendor desire to establish
all warranties of every kind and nature, both express and implied

within the confimes of this dococument;

NOW, THEREFORE, in consideration of the premises, the
Vendor and the vendee agree that the warranty from the Vendor
to the vVendee relating to the above described units of railroad

equipment is as follows:



THE VENDOR GUARANTEES TO BUILD THE ABOVE DESCRIBED
UNITS OF RAILROAD EQUIPMENT IN ACCORDANCE WITH THE
SPECIFICATIONS ABOVE NAMED AND (EXCEPT AS TO ITEMS
SPECIFIED BY VENDEE AND NOT MANUFACTURED BY VENDOR)
THAT THOSE UNITS OF RAILROAD EQUIPMENT WILL BE FREE
FROM DEFECT IN MATERIAL AND WORKMANSHIP UNDER NORMAL
USE AND SERVICE,

VENDOR'S OBLIGATIONS UNDER THIS WARRANTY SHALL
BE LIMITED TO MAKING GOOD AT ITS PLANTS ANY PART OR
PARTS OF ANY UNITS OF RAILROAD EQUIPMENT WHICH SHALL
WITHIN ONE YEAR AFTER DELIVERY OF ANY SUCH UNITS OF
RAILROAD EQUIPMENT BE RETURNED TO THE VENDOR WITH
TRANSPORTATION CHARGES PREPAID, AND WHICH THE VENDOR'S
EXAMINATION SHALL DISCLOSE TO ITS SATISFACTION TO
HAVE BEEN THUS DEFECTIVE,

THIS WARRANTY IS EXPRESSLY IN LIEU OF ALL OTHER
WARRANTIES EXPRESSED OR IMPLIED, AND OF ALL OTHER
OBLIGATIONS OR LIABILITIES ON THE PART OF THE VENDOR,

The parties hereto agree that the above specified

warranty may be asserted and enforced, from time to time, by
NORTHERN INDIANA PUBLIC SERVICE COMPANY against the Vendor
pursuant to an equipment lease relating to subject units of
railroad equipment wherein the Vendee 1s Lessor and NORTHERN

INDIANA PUBLIC SERVICE COMPANY is Lessee,

IN WITNESS WHEREOF, the parties hereto have affixed
their hands and seals on the date first above written,
THRALL CAR MANUFACTURING COMPANY,

a Delaware corporation
ATTEST: By

Vice-President

Assistant Secretary

(CORPORATE SEAL)



NO. 7 RAIL CAR LEASING COMPANY,
an Illinois corporation

ATTEST? By:

Vice=President

Assistant Secretary

(CORPORATE SEAL)
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SCHEDULE D
(Equipment Lease Dated as of September 30, 1978)

SCHEDULE QOF CASUALTY VALUE

The Casualty Value of an Item of Equipment payable on any rental
payment date shall mean an amount egual to the per cent of the
Lessor's Cost (as set forth in Schedule A of this Lease) of

such Item set forth opposite such Rental Payment Date in the
following schedule:

INTERIM RENTAL OR FIXED PERCENTAGE OF LESSOR'S
RENTAL PAYMENT DATE ON COST (AS SET FORTH ON
WHICH CASUALTY VALUE IS SCHEDULE A OF THIS
PAID (PAYMENT IN ADDITION LEASE)PAYABLE AS CASUALTY
I0 RENT PAXMENT) __ YALUE

Daily Interim Rental 100X

1 - 12 100X

13 = 24 100%

25 = 36 95%

37 - 48 90X

49 = 60 85%

61 - 72 80X

73 - 84 75%

85 = 96 70%

97 - 108 65%
109 = 120 55%
121 - 132 50X
133 = 144 40%
145 = 156 30X
157 - 168 20X

169 180 20X



